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America’s industrial growth is measured in kilowatts, 
units of electrical energy which make up the brawn 
and sinew of U. S. production. More and more of 
these energy units are being consumed in this land 
which is, characteristically, always building, always 
pioneering. In fact, so many lusty, bawling industrial 
infants—children of America’s men of vision—are 
growing up so fast that Babcock & Wilcox is pouring 
millions of dollars into new plants and equipment to 
provide more steam power for public utilities and for 


Paris, Texas 


Wilmington, North Carolina 


West Point, Mississippi 


Brunswick, Georgia 


all industry. New plants at Wilmington, N. C., West 
Point, Miss., Brunswick, Ga., and Paris, Texas, re- 
cently have been added to B&W’s network of facili- 
ties for manufacturing the equipment to harness 
energy through the driving force of steam. In all, ten 
great B&W plants, spotted around the map like sen- 
tinels helping to guard the nation’s strength, are 
efficiently geared to continue to contribute to 
America’s boundless potential. 
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pe the first time since he has under- 
taken the annual task of forecasting 
the Washington outlook for utilities, our 
managing editor has been able to turn 
in a perfect score card on the basis of his 
1952 predictions. This is subject toa pos- 
sible subsequent modification, if the 
Supreme Court should decide the Roa- 
noke Rapids Case contrary to the way our 
author expects it to go. (Due to numer- 
ous delays, the highest court still had the 
case under advisement as this issue went 
to press. ) 


But at the same time our Washington 
forecaster turns in such a good record, 
he warns us that the coming year 1953 
will be a very much more difficult one to 
prophesy. Compared to it, he says, in 
effect, the year 1952 was very easy—no 
trick at all. 


THE reason for the unusual difficulties 
of seeing clearly in the 1953 crystal ball 
lies, of course, in the completely new 
situation created in Washington during 
the next year by the recent Eisenhower 
election sweep. After all, everybody has 
known for the past twenty years just 
about how the late President Roosevelt, 
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and more recently President Truman, 
felt about public utilities. It wasn’t very 
favorable, but at least it was consistent, 
which makes things easier for a prophet. 


Now we go into a period which is 
supposed to be sympathetic to business, 
if not actually friendly. Public utilities 
may expect to gain some incidental ad- 
vantages in terms of better relations with 
the Federal government. But the signs 
are not all clear. The degree of rapproche- 
ment varies not only between the admin- 
istrative and legislative branches, but 
even between each Federal bureau and 
each congressional committee. The Sen- 
ate Interstate Commerce Committee, for 
example, will be headed by a chairman 
who has been even more critical of the 
electric utilities than his Democratic 
predecessor. 


App to this the uncertainties of war 
and peace, of inflation and possible de- 
flation, of atomic development and con- 
tinued demand for more Federal proj- 
ects against the background of a pledge 
of government economy. A lot of ques- 
tions and no answers in sight. In fact, 
when we look over these questions we are 
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@ They could be exchanging ideas on new 
financing . . . discussing the cost of new 
money ... hearing an expert appraisal of 
long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies—and 
from numerous other types of financial 
organizations. 

Yes, this is a typical Public Utility 


What goes on at this Round Table? 





**Round Table” at the Irving. Last year 
alone, 145 representatives from 83 utility 
companies attended these sessions. 

These “Round Tables,” now going into 
their sixth year, are one of the ways we 
seek to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


ONE WALL STREET 


Capital Funds over $121,000,000 


Witu1am N. Enstrom, Chairman of the Board 


NEW YORK 15, N. Y. 


Total Resources over $1,300,000,000 
Ricuarp H. West, President 


Public Utilities Department—Tom P. WaLkeEr, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSUBANCE CORPORATION 
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tempted to make a little forecast of our 
own; namely, that our prophet will not 
do so well in 1953 as he did in 1952. 
But at least the forecasts are more hope- 
ful from the utility standpoint. Likewise, 
we are sure that the very uncertainty of 
the outlook will make this introductory 
article in this issue all the more interest- 
ing if not as accurate as in previous years. 


* * * * 


HE so-called cost-of-money basis for 

fixing the permissible rate of return 
in public utility rate cases continues to 
be a controversial subject of discussion in 
both financial and regulatory circles. 
There are those who think that the cri- 
teria established by the Federal Power 
Commission and several state commis- 
sions in adopting cost of money as a de- 
terminative factor in fixing the return 
allowance amounts to the same thing as 
regulation by the stock market. 


WE present in this issue (beginning 
on page 15) another in our series of an- 
alytical articles on this important topic. 
The author is Joun H. Bicktey, Hous- 
ton public utility consultant and a vet- 
eran of both state and Federal regula- 
tion, and more recently an operating util- 
ity executive. A graduate of the Univer- 
sity of Pennsylvania in 1915, he taught 
finance as an associate professor at Le- 
high University until 1924. Mr. Bicx- 
LEY saw staff service with the public 
service commissions of Wisconsin, Penn- 
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sylvania, and Maryland, and later with 
the Federal Trade Commission (assist- 
ing at the utility investigations) and the 
Federal Communications Commission 
(in charge of accounting and the eco- 
nomic phases of the telephone investiga- 
tion). During World War II he was a 
consultant for the War Production 
Board, Tennessee Valley Authority, and 
other public and private agencies. In 
1948 he became president of the Louis- 
ville Railway Company and returned to 
private consulting work in Houston in 
1950. 


* * * * 


(i: of the regulatory techniques com- 
ing into more general favor in the 
regulation of transit affairs is the operat- 
ing ratio. Facts and figures show that the 
conventional return on investment does 
not adequately compensate the transit in- 
dustry for the risk involved in modern- 
day operation. The transit business is no 
longer a protected monopoly. The situa- 
tion calls for a new approach if new capi- 
tal is to remain interested in transit prop- 
erty investment. CHARLES ALAN 
Wricurt, author of the article on the 
operating ratio which begins on page 24, 
is a graduate of Wesleyan University and 
of the Yale Law School, and served as 
law clerk to the Honorable Charles E. 
Clark of the United States Court of Ap- 
peals for the Second Circuit before going 
to the Minnesota University Law School 
in 1949, where he is now an associate 
professor of law. 


LTHOUGH his principal specialty is 
A civil procedure, PROFESSOR WRIGHT 
has regularly offered a seminar in local 
government law, in which connection he 
has had occasion to canvass the problems 
of mass transportation and all the regu- 
lations thereof. Recently he has been 
serving as a consultant on legal matters 
to the management of the Twin City 
Rapid Transit Company of Minneapolis 
and St. Paul. 


THE next number of this magazine will 
be out January 15th. 
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Illustrated here is the 2-station counter 


EW Sectional Customer Service Counter 


for Cashiering or Bookkeeping 


his new Remington Rand Service Counter 
as all the advantages you’ve been looking 
or. Just check this list and see for yourself: 


1. Your customer is waited on in comfort 
at a counter 50” high. Your clerk waits on 
iim in comfort seated at a desk 31” high, 
ith everything she needs within easy reach. 
§ 2. You save costly floor space with this 
Kectional counter, by combining the usual 
ounter with the desk ordinarily used, ena- 
Mbling the clerk to face the customer at all 
mimes, 

3. The working side can be fitted with 
#ither steel or insulated files or cabinets; the 

nsulated housings give one hour’s protec- 


Remington. PRrand. 


tion against fire to your valuable records, 
24 hours a day. 


Your clerks will be more comfortable and 
will do better work; your office will look far 
more attractive and less cluttered, with this 
counter planned for you. Send the coupon 
today for full information. 


Management Controls Library, Room 1646 
315 Fourth Avenue, New York 10, N.Y. 


Please furnish me with a copy of free book- 
let SC246. 





Firm 
Address ___ 
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oming IN THE NEXT ISSUE 


* 


NEW HORIZONS, A CHALLENGE TO BUSINESS LEADERSHIP 


ARE 


THE 


It has recently been said that the complete change of atmosphere in Wash- 
ington, D. C., should make it easier A public utilities to cultivate better 
public relations. Will they be freed from the hostility which often emanated 
from Washington during the past two decades? In order to restore public 
good will and confidence as quickly as possible, what should the industry 
program be, in general terms? Since the election results were known, H. P. 
Liversidge, chairman of the board of Philadelphia Electric Company, has 
given this matter careful thought in a statement that will interest railroads 
and other utilities, as well as the electric utility group. 


ONE-WAY STREETS A RUSH-HOUR TRANSIT CURE? 


Not long ago death struck at a transit system in Schenectady, New York. 
It was not a traffic mortality, except in a figurative sense. It was a financial 
or corporate fatality brought on by malnutrition, poor circulation, and 
remedial treatment too long delayed. Using the abandonment of the 
Schenectady system as an example, Herbert Bratter, Washington, D. C., 
author of business articles, has collected a number of responses to the 
question whether one-way streets might be one possible cure, or at least 
give some relief to our ailing transit industry. 


UTILITY INDUSTRY IN CARTOONS 


Public relations and publicity departments of public utility companies will 
find some valuable, as well as amusing, ideas in this article on the use of 
cartoons to tell the utility story. It is the product of A. Bryan Marvin of 
the public relations department of Consolidated Edison Company of New 
York. In addition to his astute analysis of the kind of cartoons which are 
effective, the author has secured permission to reproduce a number of 
laughable samples from various humor magazines and other publications. 


NATURAL GAS FROM THE GULF 


A | SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 


One of the first laws to be passed by the new Eisenhower administration 
is expected to be a return of the so-called tidelands, or at least offshore 
marginal areas, to the coastal states. Will this really mean much to the 
natural gas industry? Ralph S. Child, associate editor of the FORT- 
NIGHTLY, has collected some information about actual developments and 
production possibilities of natural gas in these tideland areas. Some of 
these programs embrace sensational feats of engineering plans. 


* 


executives, financial experts, employees, investors, and others. 
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T isn’t often that you can get an identical 
value at half the cost. 


But here is such an instance: 


When a bill analysis is made in your offices, 
it’s really a big project that may take weeks 
and weeks to complete. You may have to 
acquire and train a special clerical force. The 
overhead costs, too, are correspondingly big. 


On the other hand, your costs drop to about 
half when you turn over the task to us and 
the work is done on high-speed Bill Frequency 
Analyzer machines which are designed espe- 
cially for the purpose. 


Your bill analysis can be turned out much 
faster than you may think. Send for the in- 
teresting, helpful booklet which tells more 











Identical value at half the cost! 


about this efficient method of compiling bill 
analyses. 


P.S. If you use punched cards for billing, we are 
also equipped to make your analyses from them. 


Saves 50°% in time and money! 


omen 


ES Bae | 





This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds in 
300 registers—in one step. 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


— MONTAIGNE 





Excerpt from “Today's Chuckle,” 
published in the Washington (D. C.) 
Times-Herald 


CHARLES W. Briccs 
General counsel, Weyerhouser Sales 
Company. 


Perry M. SHOEMAKER 
President, Delaware, Lackawanna 
& Western Railroad. 


HERBERT HOOVER 
Former President of the 
United States. 


J. E> WarREN 
Deputy Administrator, Petroleum 
Administration for Defense. 


Roscoe C. INGALLS 
Partner, Ingalls & Snyder. 


P. C. SPENCER 
President, Sinclair Oil Corporation. 
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“The trouble with Socialism is that you run out of rich 

people so fast that there’s no one left to soak but you and 
” 
me. 


> 


“We must reduce government spending in international 
and domestic areas to what our economy can stand and yet 
remain free.” 


¥ 


“When the government runs an operation, it not only 
costs the taxpayers money to do it, but removes the enter- 
prise from the role of being a taxpayer.” 


* 


“Communism is an evil thing. It is contrary to the 
spiritual, moral, and material aspirations of man. These 
very reasons give rise to my conviction that it will decay 
and die of its own poisons. But that may be many years 
away and, in the meantime, we must be prepared for a 
long journey.” 


* 


“Government must insure the atmosphere of competition 
in which the [petroleum] industry so far has flourished. It 
must permit a reasonable return on a reasonable invest- 
ment of effort, and it must, even as it imposes proper 
regulation, make sure that it never resorts to regulation 
for the sheer sake of regulating.” 


* 


“Can you imagine what life in America would be like if 
we had no capital and no investment? If we had no in- 
centive, no profit system, it would turn history back to the 
feudal days or earlier, and all modern inventions would 
have been lost to the world because they never could have 
been financed, and the progress we know today never 
would have taken place.” 


* 


“Scarcely a move can be made today by a businessman 
with respect to production, wages, prices, or sales without 
official approval from someone in Washington. If the cold 
war causes us to maintain our present system of govern- 
ment controls indefinitely, the Russians will have won a 
tremendous victory. They will have saddled upon us a sys- 
tem of collectivism—an ideology akin to their own and 
therefore no great threat to it.” 


12 
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The differences between a 
regulated public service company 
—and a non-regulated 

private industry. 


“The Legend of Dan and Gus” introduces 
two young brothers to the U. S. business 
scene, together with the firms they 
founded—Dan’s Doorknob Company and 
Gus’ Gas Company. 


In their own way, Dan and Gus are an 
American success story. They learn to 
weather economic cycles, material short- 
ages, competition, expansion crises, 

and a host of other challenges. They 
learn first hand that regulated and non- 
regulated businesses are different, and 
each has its own problems that must be 
met in different ways. 


omg 


7} 'The Legend of Dan and 

Gus" is o 30-minute 

| B!6mm color and sound 
jotion picture, combin- 

Hg animation and live 

jotography. 








If you would like to view “The Legend of 
Dan and Gus” or desire further informa- 
tion about it, write on your letterhead to: 
Director of Information, The Columbia 
Gas System, Inc., 120 East 41st Street, 
New York 17, N. Y. 


sr ree a 
COLUMBIA 
SYSTEM 
* 

* 
narronntse cate 









COLUMBIA 
GAS SYSTEM 
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14 REM/ RKABLE REMARKS—( Continued) 


MiTcHELL J. ANTHONY 
Pasadena Star-News. 


BENJAMIN F. FArr_ess 
President, United States Steel 
Corporation. 


Frank H. Cross 
President, National Association of 
Shippers Advisory Boards. 


Joun G. Pew 
Vice president, Sun Oil Company. 


Henry H. HEIMANN 
Executive vice president, National 
Association of Credit Men. 


Harry A. BuLtis 
Chairman of the board, 
General Mills, Inc. 


EpirortAL STATEMENT 
New York Journal American. 
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“There is no such thing as an unfettered press without 
advertising revenue. Ever since the first advertisement ap- 
peared in a news sheet more than 300 years ago, a frec 
press has gone hand in hand with the increase in adver- 
tising linage.” 


> 
“When the government takes 52 per cent of your earn- 
ings ... I contend that it is no longer taxing you—it is 


muscling in on your business; and when it starts to raise 
the ante to 82 per cent, it is no longer muscling in on your 
business—it is squeezing you out completely.” 


* 


“We should be vitally concerned about and oppose, both 
individually and collectively, any and all legislation which 
would encourage public ownership of basic industry, re- 
membering that the railroads would be one of the first to 
fall under government ownership if the trend continues to 
go that way.” 


* 


“If the government has power to take natural resources 
in the name of national defense, when and where will this 
super-Federal power end? Submerged lands could well 
mean lands under bays, rivers, and lakes as well as under 
gulfs and oceans, and if the government can claim oil, why 
not other natural resources as well?” 


* 


“It is plain to see, that at the present time the credit 
needs of business are difficult to fulfill. The naked truth 
is that the present tax law if continued will strangle the 
business growth of the nation. It is a brake on business, 
on personal initiative, and on incentive. If continued for 
any length of time serious trouble is ahead, for the law of 
diminishing returns in taxation has now taken effect.” 


- 
“Government should never be allowed to forget that 
it is an agent of us all... every time we impose another 


economic control, we are putting the bite on freedom .. . 
In a cold war there is a limit to how high taxes can go 
without weakening our ability to expand production. We 
want government to reduce its costs by cutting unneces- 
sary services, putting its house in order by following the 
Hoover Commission recommendations.” 


> 


“Congress itself knows that the bureaucracy is fan- 
tastically bloated and that half of the Hoover retrenchment 
program still lies neglected. To be sure, the President 
called for ‘social progress’—which in the New Deal’s 
lexicon is the synonym of Socialism. Yet, Congress may 
consider, is this the time to start new Federal power 
projects, to ‘invest’ politically in local improvements, to 
finance the Brannan farm plan, to put telephones into 
remote rural houses, and to lavish funds on such nostrums 
as Federal education and socialized medicine?” 
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The operations you need to effect 


Nimes elles of Commonwealth's 


service to utilities! 


Complete conversion services to gas distributing utilities 
planning to convert present gas burning equipment 
to straight natural gas, oil gas, or other types of gas service. 
Detailed advanced planning Trained fieldmen 
Experienced supervisory personnel Efficient operating methods for low-cost results 
Backed by a supervisory experience record of over 30 years in conversion work, 


covering hundreds of thousands of installations. 


We invite your inquiry . . . Write for our booklet describing our 
gas conversion services. Address: Department E, 
INVESTIGATIONS > a : 20 Pine Street, New York 5, N..Y 

REPORTS , 
FINANCING 
ACCOUNTING 
TAXES 
INSURANCE 
PENSIONS 

RATES : Sa 2 ry agg 
DEPRECIATION oS fe ; and. ‘wbsidave 
VALUATIONS —, be, 
CONSULTING & DESIGN ENGINEERING ; < , COMMONWEALTH ASSOCIATES INC. 


METERING | COMMONWEALTH GAS CONVERSIONS INC. 
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ne a oe 20 Fine Steed, New York 3. NY 
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New! More powerful engines! 


A parade of power! See the new Dodge “‘Job- 

Rated” trucks at your dealer’s today. A 

total of 7 big, rarin’-to-go engines, in- 

cluding 3 brand-new power plants with high 
jcompression ratios and higher horsepower, 
ijgreater cooling capacity, increased displace- 

ment, twin carburetion available on larger 

models. Plus famous features like 4-ring 
pistons with chrome-plated top ring, exhaust 
valve seat inserts. 


In addition, the new Dodge trucks offer 
outstanding new brakes, new no-shift trans- 
mission, and over 50 other new features. 
See your Dodge dealer for the biggest truck 
buy on record! 


-ton through 4-ton ™ 
For atruck. the job, see the NEW. 


DODGE Ko TRUCKS 
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New! Extra-powerful brakes! 


Super-safe brakes give smooth braking, re- 
duced driver fatigue, greater load protection 
... new stopping ability on 1- through 2 %- 
ton trucks! PLUS Dodge’s oversize braking 
surface with rivet-free Cyclebond linings. 


NEw! Truck-o-matic transmission! 

New Truck-o-matic transmission . . . avail- 
able on 4- and 34-ton models . . . saves 
shifting, lets you rock out of snow, mud, 
sand. PLUS famous gyrol Fluid Drive, to 
lengthen truck life and protect your load. 


NEw! Over 50 features! 

Reinforced cab construction, improved ex- 
haust system . . . tinted glass, more powerful 
heaters available. PLUS moistureproof igni- 
tion, high-torque capacity starting motors. 
See the new Dodge trucks at your dealer’s. 


Now on display 
Your Dodge beslers! 
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Develop maximum power 
with LEFFEL hydraulic turbine 





Only time will tell the story of how 


—and Leffel turbines are already 


te 
o 
e 
good a hydraulic turbine really is * 
2 
7 


thoroughly time-tested, in scores 
of installations where they have 
been going strong for decades 
without need of repair. 


Leffel turbines are so expertly 
planned, so carefully and precisely 
built that you can be sure of 
trouble-free efficiency for a long, 
long time. Leffel pays special at- 
tention to the conditions under 
which the turbine is to be used, and 
maintains a friendly interest in 
the turbine's performance after 
installation. 


If you have a water power prob- 
lem, entrust it to Leffel's hydraulic 
engineers — real experts in the 
water power field. Put Leffel's 90 
years of hydraulic power experi- 
ence to work for you—now. 


SPRINGFIELD, OHIO, U.S.A. 


MORE EFFICIENT HYDRAULIC POWER 
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Southern California it’s 


This modern 16,000- to 40,000-volt 
substation serves one of the busiest 
and most closely built-up areas © 
the Golden State. The station is the 
Duplex type employing outdoor 
metal-clad switchgear. Control power 
is provided by dependable xide- 
Manchex batteries which assure: 


POSITIVE OPERATION: Depend- 
able performance at ample voltage 
with no switchgear failures. 


INSTANTANEOUS POWER: High 
rates for switchgear operation with 
adequate reserve power for all other 
control circuits and for emer- 
gency lighting. 


LOW OPERATING COST: Ex- 
tremely low internal resistance. 


LOW MAINTENANCE COSTS: 
Water required about twice a year. 
No change of chemical solution dur- 
ing life of battery. 


LOW DEPRECIATION: Sturdy, 
long-life construction. 


GREATER CAPACITY in a given - i & 


amount of space ‘avoids overcrowding. Installation of 60-cell ome ne oe ui ; 
Exide 
mounted on two-level rack built to with hance beltery: 





Various sizes and types of Exide 
Batteries are available in plastic 
containers. 


Exide-Manchex is your best battery buy 
for all control and substation services. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 


Exide Batteries of Canada, Ltd., Toronto 


“Exide” and *“Manchex” 
Reg. T.M. U.S, Pat. og. 


Le 





Views in yard of Sovthern Call 

fornia utility - 
pany showing metal-clad sediaionr pee rsa 
operated by Exide-Manchex batteries. 


888... 
. DEPENDABLE BATTERIES FOR 65 YEARS 1953 
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Peak-load capacity released quickly 
economically by G-E switched capacitors 


Capacitor equipments can be supplied 
on short delivery ... some at a cost of 
less than $6.00 per kvar .. . installed 
in a matter of hours 


Capacitors continue to provide one of the fastest, 
cheapest ways to release system capacity. By 
raising voltage levels and reducing system cur- 
rent for a given load, they can free the system 
for the delivery of more kilowatts—at a fraction 
of the cost—and in a fraction of the time—it 
would take to add new system capacity. 

Where you have already installed a high per- 
centage of fixed capacitors—or where your 
kilovar loading varies widely in any 24-hour 
period—it will | pay you to investigate the use of 
switched capacitors to alleviate peak conditions. 

Automatically-switched General Electric ca- 
pacitors can be supplied on short delivery —for 
as little as $5.66 per kvar. They can be installed 
on your distribution feeders or at the substation 
—in a matter of hours. And they provide one 
of the least expensive methods of releasing 
system capacity. 

For information on how switched capacitors 

can help you to meet today’s climbing loads, 
call your nearest G-E Apparatus Sales Office. 
Or write to Section 407-36E, General Electric 
Company, Schenectady 5, New York. 
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FLEXIBLE KILOVAR SUPPLY. Where kilovar loading 
varies widely in any 24-hour period, G-E switched 
capacitors can supplement fixed capacitors in provid: 
ing economical kilovars. (Ruled area shows kilovars 
furnished by synchronous condensers or generators.) 





ON DISTRIBUTION FEEDERS. Pole-mounted G-E automaticall 
switched capacitors are used by many utilities to bring kilove 
supply close to load. These factory-assembled units cost of 
little as $5.66 per kvar. 


AT THE SUBSTATION. General Electric switched capacitor 
equipments can be used in large banks to supply bulk kilovars) 
Completely-enclosed equipments like. this 5100-kvar, 13,200 
volt bank installed by Metropolitan Edison Co., now ¢ 
as little as $7.00 per kvar. 


GENERAL (6) ELECTRIC 
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EBASCO SPECIALISTS CAN HELP YOUR BUSINESS PICTURE 


A good business man gives special problems tospecialists. He knows that results «ze better. 
Because he and his top men are free for other important duties, his whole organization 
benefits. For nearly half a century EBAsco consultants have focused their talent and 
skill directly on troublesome business problems... have solved them quickly, economi- 
cally and efficiently. Solved them, moreover, without adding permanently to company 
payrolls, or disturbing existing company procedures. 


Are you planning to expand your present market... modernize your plant... construct 
a new one? Epasco can help with each job from initial planning to completion. Thinking 
of inaugurating an industrial relations program... or making extensive cost studies? 
Exasco will do any part or all of a job, for large companies or small. 


Esasco has accumulated in a single organization all the outside assistance you need to 
solve any business problem and serves virtually every type of business and industry, 
in all parts of the world. 


To find out how Ebasco can serve you, send for your free copy of “The Inside Story of 
Outside Help.” Address: Ebasco Services Incorporated, Dept. W, Two Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES 


fix. a, INCORPORATED 


New York + Chicago + Washington, D.C. 
asco Appraisal - a 2 Bese Ste + Consulting Engineering - Design & Construction - Financial 


ty <* + inspection & Expediting - insurance, Pensions & Safety 
88 couso® Pe ate Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 
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Here is... 
concise, practical data on 


steam power 
generating equipment 


and its integration in 
the efficient plant 














Just Out—4th Edition 


STEAM 
POWER 
STATIONS 


By GUSTAV A. GAFFERT 


Mechanical Engineer and Partner 


Sargent and Lundy, Chicago 


627 pages, 6 x 9, 432 figures, 43 tables, 


$8.00 





See what help you can get from 
these features of the Fourth Edition 


@ includes steam and heat rates for pre- 
ferred standard steam turbines of 11,500, 
15,000, 20,000, 30,000, 40,000, 60,000, 
and 90,000 kw capacities 


@ there is latest data on cyclone firing, 
pressurized furnaces, axial flow fans, and 
extraction cycle technique—material us- 
ually available only through the consult- 
ing engineer 

@ the chapter on station design has been 
revised with more emphasis on central- 
ized control and outdoor stations 


@ includes a more complete discussion 
of cooling towers and modern reheat 
cycles, and an up-to-date discussion of 
the practical application of the mercury 
cycle 
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Here is an unusually comprehensive discussion of steam 
power plant machinery from the standpoint of constructionj——— 
of the various types of equipment, their performance char- 
acteristics, economics, and integration in the complete plant 
The book provides engineering data on the design of this — 
equipment, a knowledge of the economics of the efficient plant, 
and considerable information that will be of value in problems 
of the selection of equipment suitable for various purposes. 





The author says in the Preface: “The treatment 
begins with fundamentals and develops in a way that 
allows the practical man as well as the student to 
expand his knowledge progressively through the 
more difficult subjects to the goal—complete inte- 
gration of all machinery.” 


Retaining the same general plan and organization which con- 
tributed so to the success of the previous editions, the present 
edition of this practical book follows an especially compre- 
hensive approach in dealing with power plant machinery. 
After ouilining the equipment of a power plant, the book 
shows how each piece of apparatus or equipment is con- 
structed, then presents its performance characteristics, and 
finally discusses economic and other factors of its integration 
with other major and minor machinery. A glance at the 
chapter headings will indicate how thoroughly the book covers 


C Oo} 
m 


the various elements of the steam power generating plant. ol is 
icity 

costs. 

CONTENTS: Al 

1. Introduction 14. Superheaters and pilot : 

2. Equipment of a Power Reheaters wane 
Station — 15. Fuel-burning Equipment ~n0 

3. Steam Engines 16. Ductwork and Piping oe 2 
4. Steam Turbines 17. Draft System er 
. a. Transfer 18. Coal and Ash Handling Sesles 
», Condensers 19. Pumping Equipment onion! 

7. — ee and 20. Steam-station Costs users 
money 21. Load Curves and Plant § heate: 


8. Feed-water Treatment ° > 
9. Fuels and Combustion Location Fe 


10. Steam-generating Units 22. Selection of Prime Mov- _ 
11. High-pressure and ers and Steam-generat- bullet 


Binary-cycle Boilers ing Equipment 


12. Dust Collectors 23. Cycle Arrangement 
13. Economizers and Air 24. Binary Vapor Cycles 
Heaters 25. Station Design 
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hi 









January 1, 1953 Public Utilities Fortnightly 23 




















on- 
ent 
yre- 
“ry. 
0k 
on- 
ind 
ior 
the 
eTS 
int. 


ent 


at- 





Tops back  4«..... 
in 1909 





























Gasapack 


Water Heater Control 








C oMPARE this modern A-P Model 50 Gasapack with 
many of today’s old-fashioned methods of gas wa- 
ter heater control. You'll see the difference in sim- 
plicity, space-saving, reduced assembly and service 
costs. 

All necessary controls — main and pilot cocks, 
pilot filter, 100% automatic shut-off safety pilot, auto- 
matic main valve — are combined in one fully auto- 
matic unit that provides close, even water tempera- 
tures. It’s suitable for use with all gases . . . manu- 
factured, natural or L-P. What’s more, the temperature 
sensitive contact type thermo-bulb eliminates a spud 
fitting. That means no leakage, no danger of water 
entering gas line or gas mixing with water. No wonder 
users say it’s the greatest automatic control for water 
heaters ever offered. 





I ed better product performance, more customer Model 50 Gasapack can be mounted integrally with the 
satisfaction... yes, more profits ... get all the facts burner so that the complete assembly can be installed 
about this trouble-proof A-P control valve. Write for or removed for service as one single unit. 


bulletin G18. 


A-P CONTROLS CORPORATION 


. In Canada: A-P Controls Corporation, Ltd., 
Cooksville, Ontario 
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How to make his job easier.. 


ta! 


He doesn’t need to subtract, or even 
write the figures longhand. And the 
Accounting Department doesn’t ques- 
tion his arithmetic or his handwriting. 

He records the meter readings with 
only a few simple pencil marks on IBM 
Cards. His job is easier . . . results are 
better. 

But this is only a small part of the 


story. Other IBM electronic develop} 
ments have improved all phases 0 
customer accounting .. . includins 
bill calculation and audit functions. 


IBM’s leadership in applying electron’ 
ics to business machines has given utili) 
ties a ready means for reducing costs a 
well as providing better service fom 
their customers. 


INTERNATIONAL BUSINESS MACHINES CORPORATIO 
590 Madison Avenue, New York 22, N. Y. 
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Happy New Year, 1953! 





Canadian Electrical Association, Engineering and Operating Division, will hold meeting, 
Halifax, Nova Scotia, Canada, Jan. 15, 16, 1953. 





Edison Electric Institute, _— Co-ordination Committee, will hold meeting, Birming- 
ham, Ala., Jan. 15, 16 





Pennsylvania wo Association, Stores Committee, will hold meeting, New Castle, 
Pa., Jan. 15, 16, 195 





National Assoc -— vf Home Builders of the United States will hold meeting, Chicago, 
Til., Jan. 18-22, 





Pipe Line Contractors Association will hold annual convention and exhibition, Houston, 
Tex., Jan. 19-21, 1953. 





American Institute ae a Engineers will hold winter general meeting, New York, 
N. Y., Jan. 19-23, 





American Water Works Association, New York Section, will hold winter lunch- € 
eon meeting, New York, N. Y., Jan. 20, 1953. 





9 New England Gas Association, Operating Division, will hold meeting, Boston, Mass., 
Jan. 20, 1953. 





9 Compressed Gas Association will hold annual convention, New York, N. Y., Jan. 26, 
53. 


, 





Y American at iy 4 Heating and Ventilating Engineers will hold meeting, Chicago, 
Ill., Jan, 26-29, 





q Edison Electric Institute, Accident Prevention Committee, begins meeting, Kansas 
City, Mo., 1953. 





{ National Rural Electric - -operative Association will hold annual meeting, San Fran- 
cisco, Cal., Jan. 26-29, 1953 








{ Institute of Radio Engineers-American Institute of was jm begin joint 
high frequency measurements conference, Washington, D. C., 1953. 
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May It Be a Prosperous New Year! 





Steel mill activity near Pittsburgh 
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The Washington Outlook for 


Public Utilities—1953 


Probably at no time in the last two decades has the future of 
government-business relations in Washington been so confront- 
ed with question marks as the New Year ushers in the Eisen- 
hower administration. Here is an analysis of the possible conse- 
quences of developments in Congress and in the Federal 
agencies respecting various utility industries as far as they can 
be foreseen by an experienced observer in the nation’s capital. 


By FRANCIS X. WELCH* 


E enter the year 1953 with an 

observation which, oddly 

enough, may seem both omi- 
nous and trite at the same time. This 
observation is a repetition of what has 
become almost a cliché for the public 
utility industry of the United States. 
“They stand today at a crossroads in 
their history.” How often have we 
heard that before? It has become tire- 


*Managin Wisner ro ane dl rr Utmrttes Fort- 
NIGHTLY, 


some. We have been hearing about the 
utilities standing at a crossroads for 
nearly a quarter of a century—or 
about a third of the entire life of the 
electric and telephone utility indus- 
tries. 

Are the utilities ever going to get 
away from these interminable cross- 
roads? To answer that question would 
be to solve, in a special way, the age- 
old problem of history itself. To 
Thucydides, history was a philosophy 

JAN. 1, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


based on events—almost, but not 
quite, a science of cycles and trends. 
To cynical Voltaire, history was a tire- 
some register of crises, crimes, and 
disasters, without any interrelation- 
ship or meaning. A good case can be 
made for either point of view. But a 
business executive, or a government 
regulator, charged with the responsi- 
bility of looking ahead and making 
practical plans for the future, is almost 
obliged to examine the history of our 
utility business in the Thucydian 
sense. For example, Thucydides per- 
ceived (or thought he did), out of the 
tangled skein of the Peloponnesian 
wars, a fairly predictable succession of 
democracy, oligarcy, dictatorship, and 
again democracy — each following 
from the difficulties or excesses of its 
predecessor. 


aN historian of business economics 
in the United States can likewise 
trace the evolution of our utility indus- 
tries through the labor pains of early 
inventions and patent wars, through 
the growing pains of financial organi- 
zation and business expansion and 
promotion, and more recently through 
the political pains of conflict with so- 
cial and economic developments out- 
side of the business itself. 

If all of our public utilities had been 
born in the same year and progressed 
in similar stages of equal duration— 
independent of the over-allatmosphere 
of economic and government develop- 
ments going on at the same time—the 
task of the industry prophet would be 
easy. The future would fall into place 
as neatly as a sales chart, with orderly 
curves plotted upward for telephone 
stations connected, kilowatt hours 
sold, miles of pipeline laid, etc. But we 
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know that is not the case, which is 
why industry and prophecy can never 
be exact sciences. By the same token, 
they become far more interesting. 

Just to button down this somewhat 
abstract introduction to the task at 
hand, which is examining the Wash- 
ington outlook for the year 1953, con- 
trast the prophet’s job, in this year of 
Our Lord 1953, with similar efforts 
five, ten, or twenty years ago. When 
the New Deal burst upon the Ameri- 
can scene, in the early thirties, it was 
easy to see that there were breakers 
ahead for the utility companies. Nor 
did it take much prophetic genius to 
point the finger at the electric utilities 
as likely to have the most trouble, first. 

Why? Twenty years ago, the tele- 
phone industry had been fortunate 
enough to complete the consolidation 
of its organization problems. The dis- 
orders of the old conflicts between Bell 
and independent companies had been 
resolved by a truce which has since 
grown in understanding and co-opera- 
tion. The gas industry, predominantly 
manufactured at that time, had slipped 
into a cycle of diminishing activity— 
a lull before the more recent dynamic 
expansion of natural gas pipelines. 
But the electric utilities? They had 
been caught by the depression in 1932, 
squarely in the midst of overexpansion 
and overextended credit. 


.’ is easy to look back now and see 
how vulnerable the public utilities 
were in such a period. It was a period 
of increased government activity to 
relieve unemployment and extend 
direct social benefits to the mass of the 


population. The old holding com- 
panies, however useful as a device for 
service expansion, were natural politi- 
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cal targets. Seeds of Socialism breed 
readily in such an atmosphere. 

Ten years later, in 1942, with the 
continuation of the Roosevelt régime, 
our periodical prophet could easily 
have forecast a continuation of the 
same antiutility developments — de- 
spite our involvement in World War 
II. Utility baiting had become part of 
a successful political technique. There 
was no particular reason why the 
Democrats in office should change a 
successful combination. Five years 
ago, Mr. Truman, planning for his sur- 
prisingly successful bid for re-election, 
took a similar view. And again it paid 
off, on the whole. 

That brings us to date with an im- 
portant difference. For the first time 
in twenty years, the old utility-baiting, 
business-hating technique has failed. 
Whether on its own merits or de- 
merits, it was an incidental part of the 
“Hopkins Formula” which failed to 
bring home the election bacon. Natu- 
rally, this places the whole future of 
business-government relations in a 
new perspective. The utilities — tele- 
phone, gas, and transit, as well as the 
more directly harassed electric utili- 
ties—find themselves confronted with 
an outlook as completely different as it 
is difficult to analyze. It is difficult be- 
cause of the very complexity of all 
those circumstances or issues which 


caused a majority of electors to hand 
in a vote of “no confidence” to a long- 
entrenched party government which 
permitted public affairs to get so out 
of hand. 


Ww are these question marks for 
the public utilities? Here are just 
a few: How soon will atomic energy 
produce low-cost electricity so as to 
revolutionize generating techniques? 
Will there be war or peace? Will gen- 
eral prices and operating costs con- 
tinue to go up, causing pressure for 
more rate increases? Will the new ad- 
ministration cease or reverse the social- 
istic trends of its predecessor? Can 
the utilities now go forward in the 
effort to reclaim public good will with- 
out the maddening distraction of 
background noises, reprisals, and in- 
sults from Washington? All these are 
certainly $64 questions. 

If all the answers are satisfactory, 
our public utilities can look forward 
to a golden era of public service and 
universal good will. If all the answers 
are wrong for the utilities—they can 
certainly be on the threshold of dis- 
aster. The true forecast probably lies 
somewhere in between. Such is the 
task of the prophet in this year 1953. 
It is to pick and choose the favorable 
from the unfavorable answers, in 
terms of detailed developments. In 


e 


“THERE probably never has been a time within the past 
quarter-century when the public utilities could look forward 
to improving their public relations with more encourage- 
ment. The electric utilities, in particular, have come a long 
way since the troublesome days of the early New Deal, 
with respect to restoring public confidence in their opera- 
tions. But they had to do it the hard way.” 
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short, it would appear that the utilities, 
despite repeated earlier experience, 
never before saw such a bewildering 
crossroad. 

And so, with no more generaliza- 
tions, let us dust off the crystal ball 
and get on with our annual job of 
soothsaying. There follow the usual 
ten predictions, but not necessarily in 
the order of importance to the utilities : 


REORGANIZATION of government 
¢ agencies. Already, many political 
observers are looking at the few 
measly appointments now open to the 
regulatory commissions, which will 
fall into the hands of the Eisenhower 
administration. They are concluding 
from the small number that these com- 
missions won’t change very much. 
This would be a sound prediction if 
the status quo were to prevail. But 
this writer is going to venture on a 
bolder suggestion. The status quo is 
not very appetizing for a power-hun- 
gry political party out of office twenty 
years. There will be some short cuts. 
These short cuts may bear the euphe- 
mistic title, “reorganization.” 
Disgruntled opposition may cry 
“ripper” —but whatever it is called, 
the new GOP administration is not 
going to be satisfied with filling one 
vacancy a year, or slightly oftener, on 
an actuarial basis. Already, we hear 
rumors of investigating the Federal 
Communications Commission from 
Senator McCarthy (Republican, Wis- 
consin). Representative Wolverton 
(Republican, New Jersey), chairman 
of the House Interstate and Foreign 
Commerce Committee, says his group 
will investigate all of the regulatory 
commissions. So here is the first fore- 
cast : Before the year 1953 is over, this 
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writer foresees a distinct possibility 
that the Republicans will gain decisive 
membership control of a majority of 
all these commissions, in one way or 
another. There is nothing new in all 
this. Democrats have often overturned 
things in state governments, and so 
have the Republicans. The longer out 
of power, the keener the appetite. 


— our spotlight toward the 
administrative (as distinguished 
from regulatory) agencies, the task of 
government reorganization is much 
simpler. It isn’t necessary to pass laws 
to do it. One law we can look for is a 
bill which Representative Brown (Re- 
publican, Ohio) has promised to intro- 
duce on the very first day of the 83rd 
Congress (January 3rd). Brown, who 
was the sponsor of the original Hoo- 
ver Commission, wants Congress to 
set up a new commission to take over 
where the old one left off. The chances 
are good that Congress will do this, 
because it presents a very fortuitous 
combination of improving government 
efficiency, cutting out slack, and, of 
course, changing political control 
more quickly than could be accom- 
plished under normal bureaucratic 
evolution. 

Incidentally, the unique plan of 
Charles E. Wilson (General Electric), 
former Mobilization Director, is 
among the things which the new 
Brown commission may well take up. 
Wilson’s plan is essentially an instru- 
ment for shifting the government out 
of commercial enterprise, by turning 
such ventures over to the tax-paying 
public corporations. It seems certain 
that if Brown’s measure is approved 
by Congress, the “Wilson plan” will 
be among the methods examined for 
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Predictions of Events for 1953 


(Here is a summary of the things likely to occur in Washington of special 
concern to the public utility industry.) 


. Reorganization of government agencies. Aside from the apparent mandate of 
he Methonne administration to “change the mess,” there is the usual political 
per that the normal turnover of jobs will be stepped up by reorganiza- 
tion—perhaps approaching “ripper” proportions. Regulatory agencies as well 
as project operating agencies may feel the effect of all this. The Hoover Com- 
mission movement will be very much revived. 

. Utility public relations. Now that the critical, if not downright hostile, atmos- 
phere in Washington has been changed, public utility industries can be expected 
to consolidate their efforts to regain the confidence and good will of the Ameri- 
can public by the promotion of better understanding through systematic culti- 
vation of improved public relations. 

. Regulatory legislation. A flock of bills designed to pin down the jurisdiction of 
the Federal commissions will appear in Congress, but not all of them will pass, 
by any means. There seems a fair chance for the NARUC program. 

. Changes of rate procedure and policy. In:pact of inflation is likely to be sus- 
tained throughout the year, causing state commissions to give more attention 
to the problem of property replacement and the need for higher returns to keep 
investors interested. This is more likely to be done by decision than by actual 
change in legislative statutes. The “bookkeepers” may lose their firm grip. 

. Emergency controls. Congress is likely to permit the emergency control agencies 
to die a natural death with the expiration of the Defense Production Act, but 
some retention of powers on a stand-by basis is likely for use in case of another 
war outbreak which, of course, would bring the controls right back again. 

. Federal power projects. We can look for better relationship between Interior 
Department and the private utilities, more participation by state and local gov- 
ernments in Federal power programs now under way. No new major Federal 
programs will be started. The public power preference clause is likely to be 
softened, by policy rather than statutory decision. Appropriations will be cur- 
tailed for Interior and REA. 

- Not much change in taxes. Despite the clamor for tax reduction at all levels 
a substantial cut in either personal income or corporate income taxes cannot 
expected this year, because of international commitments. Excess profits taxes 
may be eased and some of the more oppressive excises cut down or cut out. 

. Telephone utility outlook improved. Barring another war outbreak, the utility 
industry should be able to catch up on its “held orders” and lagging rate increase 
cases. While general price levels do not appear likely to turn downward, the 
communications industry economy should be more stabilized, including progress 
on the rural telephone situation. 

. Natural gas services expanded. The coming year should see the controversy 
over New England market and the proposed opening of the Pacific Northwest 
market worked out satisfactorily despite present intense rivalry. With natural 
gas territories thus distributed, emphasis will shift to the supply situation. 

. Transit outlook still gloomy. The transit companies can look forward to the 
New Year with less optimism than the other members of the utility family, but 

tions, such as the use of operating ratio and more definite steps taken 
to ease local tax burdens, should get into the practical stage. 
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cutting down unnecessary Federal 
government activities. It probably 
will not be adopted in 1953, but it will 
get careful study. 

Another controversy which the new 
Hoover Commission may have to ex- 
amine is the perennial conflict over 
project building between the Army 
Engineers and the Reclamation 
Bureau. Still more overlapping juris- 
dictional disputes include: Agriculture 
versus Interior on soil conservation; 
Interior versus FPC on hydroelectric 
licensing and river basin surveys; 
FPC versus Securities and Exchange 
Commission on public utility mergers 
and security issue policies. 


a leaving these intriguing pos- 
sibilities for government reor- 
ganization, it might be mentioned that 


the Executive Office of the President, 
which under Truman had become a 
sprawling refuge of political hacks 
and “yes men,” will be tightened up. 
Eisenhower will use a “general staff” 
setup, under Governor Adams, similar 
to its military prototype. The signifi- 
cance of this to businessmen generally 
may be a matter of approach in deal- 
ing with Washington in the future. 
Fulfilling his campaign pledge against 
corruption, Eisenhower is determined 
to end the era of theinfluence-peddling 
lawyers who never practiced law, and 
the palace guards who never guarded 
anything but their own influence. In 
the course of time, and human weak- 
ness, we may reasonably expect a new 
set of backdoors to be opened and new 
“pipelines” to be laid. But, meanwhile, 
a good many businessmen, among 
others, will have to make different 
arrangements, and some former 
bureau officials may actually have to 
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go to work instead of merely selling 
“contacts.” 


Urtirity public relations. There 

e probably never has been a time 
within the past quarter-century when 
the public utilities could look forward 
to improving their public relations 
with more encouragement. The elec- 
tric utilities, in particular, have comea 
long way since the troublesome days 
of the early New Deal, with respect to 
restoring public confidence in their 
operations. But they had to do it the 
hard way. Their critics were firmly 
in control of the government. Utility 
baiting became a sort of semiofficial 
policy. 

The utility’s answer had to be quiet, 
steady dedication to public service. In 
the early New Deal the electric utili- 
ties were often called upon io turn the 
other cheek, grin, and bear it. A steady 
barrage of vilification from people in- 
side the government, or close to the 
government, kept drumming into the 
average citizen the politically inspired 
suggestion that the utilities were self- 
ish, if not actually dishonest public 
enemies, that only the government 
could save the average citizen from 
extortion and exploitation by vested 
interests. 

In recent years a good many people 
have become aware of the fact that 
their American utility service is the 
best in the world. During World War 
II, “it was never too little or too late,” 
according to former Interior Secre- 
tary Krug. It never required ration 
coupons. Today, electric service is one 
of the few, if not the only, major cost- 
of-living item which sells for less 
than it did before the war. Naturally, 
this record of performance has made 
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great headway with a discerning citi- 
zenry, in spite of the anvil chorus of 
public ownership zealots, frequently 
keynoted and led by President Tru- 
man himself. 


ewe expects the new admin- 
istration to reverse this one- 
sided government attitude to the ex- 
tent of praising utility industry. There 
will still be plenty of articulate 
critics of the industry in the Sen- 
ate, as well as on the side lines out in 
left field. The most that can be expect- 
ed by the electric utilities from the 
Eisenhower administration is the 
thing they have long wanted most— 
just a little peace and quiet. Simply a 
surcease Of the monotonous sniping 
along the Potomac should create an 
atmosphere favorable for consolidat- 
ing public relations gains. The electric 
utilities today find themselves in a 
position similar to that of the railroads 
some years ago when they got out of 
the doghouse. The American railroad 
industry has long since earned the 
good will of the public by a record of 
conscientious performance. Now, it is 
the turn of the electric utilities to move 
into a similarly desirable position. 
Somewhat less directly affected, but 
moving in the same direction, will be 
the telephone and gas utilities. The end 


of the year 1953 should find them with 
a lot more friends. 


ReGcutatory legislation. During 
e the past ten years, the United 
States Supreme Court has handed 
down a number of decisions which 
carry Federal regulatory jurisdiction 
to extreme limits—some believe to 
limits never intended by Congress. 
There is the East Ohio Gas Company 
Case interpreting the Natural Gas Act. 
It permitted FPC to assume jurisdic- 
tion over intrastate operations of 
statewide gas distribution, where the 
supply is delivered at a state line. 
Earlier similar decisions, such as the 
Jersey Central Power & Light Com- 
pany Case, enlarged the jurisdiction of 
the FPC over electric companies un- 
der the parallel Federal Power Act. 
Then, there is the Idaho Power Com- 
pany Case, upholding the right of the 
FPC to impose proprietary conditions 
(for public power customers) on pri- 
vately owned and operated transmis- 
sion lines crossing government land. 
Similar powers claimed by the Interior 
Department over natural gas pipelines, 
under the Minerals Leasing Act of 
1920, have not yet been finally adjudi- 
cated. 
We can expect all of these to get a 
going over in Congress. That does not 


e 


“THE coming year might be remembered in the natural 
q gas industry as the year of the ‘last frontier.’ The reference 
is to the Pacific Northwest, which is the only remaining 
major market area not already served by pipelines. The 
New England market is still very much complicated, by 
rival pipeline company ambitions, but the FPC ought to 
be able to nail that problem down once and for all within 
the coming twelve months.” 
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mean that the remedial bills will all be 
enacted. Far from it. But at least 
they will be introduced and discussed. 
Those favored by the National As- 
sociation of Railroad and Utilities 
Commissioners (so far, NARUC is 
on record only with respect to the East 
Ohio decision) may be approved. 


Me controversial for the electric 
utilities is the old sore point 
about the so-called “public preference” 
clause which the industry claims is 
rank discrimination against the great 
majority of electric customers in the 
country. This observer does not think 
that the new Congress will actually get 
around to repealing all of the old pub- 
lic preference clauses, which the In- 
terior Department has interpreted as 
requiring an absolute priority in the 
sale of power from Federal projects 
to public agencies. The electric indus- 
try is a burnt child. It should know 
the danger of sticking its neck out and 
asking too much in too short a space 
of time, or trying to go too fast and 
too far. The public preference clause 
exists, in one form or another, in near- 
ly a dozen Federal statutes. To remove 
it would require a separate amend- 
ment, and a separate fight in Congress 
in each case. More immediate advan- 
tage might be gained from what the 
late Chief Justice White would have 
called a “‘ruie of reason.” 

Look, therefore, for efforts to ob- 
tain a less discriminatory interpreta- 
tion of preference clause language, 
than the tortured conception placed 
upon the clause by the outgoing ad- 
ministration. 


4 CHANGE of rate procedure and 
e policy. The year of 1953 will be 


JAN. 1, 1953 


another year of rate cases. But there 
already are signs that all categories of 
prices reached a postwar peak in the 
early months of 1951. There has been 
a tiny, faltering decline since then, 
broken by spurts. Against this relative 
standardization of over-all prices is 
the well-known fact that utility rates 
have lagged behind general price in- 
creases. So, we can expect Federal 
and state commissions to seek a settle- 
ment of a greater part of their present- 
ly staggering rate case loads. This 
may well result in more consideration 
of replacement cost and less strict ad- 
herence to cost accounting criteria. 

The commissions have shown a sen- 
sitiveness, also, to the need of main- 
taining investor confidence in the utili- 
ties. We may expect, therefore, to see 
more expeditious rate procedures, and 
a more sympathetic consideration of 
rate-of-return requirements by the 
regulatory commissions, Federal and 
state. 


EMERGENCY controls. What has 

e been said under the foregoing 
item about relative price stabilization 
should have its effect upon the present 
emergency control agencies. The new 
Congress is likely to let these agencies 
die a natural death, with price-wage 
powers expiring late in April and ma- 
terial controls folding up in June. 
(Some irreverent souls insist that 
WSB is dead already, but that the out- 
going administration lacked the in- 
testinal fortitude to give it a decent 
burial.) Certainly the wage control 
program has collapsed—in the wake 
of the coal strike fiasco, regardless of 
the law still on the books. Since our 
government cannot control wages it is 
nonsensical to try to control prices. As 
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RESULTS OF 1952 


PROPHECY 


So far, all ten predictions made by Mr. Welch one 
year ago, in the text quoted below, occurred as forecast. 


Forecast 
l “Controls are here to stay. Even 
* though present controls and wage con- 
trols continue along their present ineffectual 
course, the administration’s commitments .. . 
will require NPA, OPS, WSB .. .” 


2 “No boost in taxes. Chairman George 

* of the Senate Finance Committee al- 

ready has indicated that his group will not 
report out a new tax bill. . .” 


3 “Shortages. Shortages of materials 

* are going to get worse before they get 

better... . there will be spotty service short- 
ages in all utility lines during the year.” 


4 “Rates are going up. But the utilities 

* are going to face increasing difficulty 

making the consumers swallow them. .. . 

The delay factor will be almost as big a head- 
ache as getting a higher rate itself.” 


5 “St. Lawrence. The prediction is made 

* that some arrangement for construct- 

ing the St. Lawrence seaway will come... .” 

6 “No other new public projects. The 

* valley authority bills will stay dead 

during the year and the Interior Department 

probably will be unsuccessful getting any of 

its new project proposals OK’d by Congress.” 

7 “FPC versus Interior. FPC looks 

* like the winner over Interior in the 

contest for paramount authority in hydro- 
electric licenses. . . .” 


7 “No regulatory legislation, Although 

* the state commissions are pressing for 

amendments to the Natural Gas Act, the Fed- 

eral Power Act, and perhaps to remove the 

‘preference clause’ . . Congress will be too 
preoccupied with politics “oe 


9 “Transit companies. With transit 

* companies reaching the end of their 

string . . . It is predicted that serious consid- 
eration will be given to tax relief...” 

10. “Labor trouble. Strikes and labor dis- 

putes are expected in a number of ma- 

jor industries . . . But Taft-Hartley will re- 

main unchanged. * 


Result 
RIGHT 


Emergency control organiza- 
tions lasted through the entire year, 
even though WSB came apart at 
the seams toward the end. 


RIGHT 
President Truman asked, but did 
not receive, any tax increase or 
substantial change. 


RIGHT 
Material shortages hit a midyear 
low with gas, electric, and tele- 
phone area shortages. 


RIGHT 
Both rate increases and resist- 
ance to the same were noted with 
much discussion of the “lag.” 


RIGHT 


Truman has agreed to let Canada 
and New York state go ahead. 


RIGHT 


Many new projects were called 
for, but none were chosen. 


RIGHT 
The lower courts upheld FPC; 
still pending in the highest court. 


RIGHT 


Congress left a number of bills 
in various stages—but none enacted. 


RIGHT 
The Bingham plan for tax relief 
is receiving wide attention in var- 
ious forms as a transit remedy. 


RIGHT 


Many strikes were struck, but 
Taft-Hartley still waves. 
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of this writing, the wholesale price in- 
dex is now down to 110 per cent and 
still falling, compared with the 114 
per cent peak for 1951 (using 1947- 
49 averages as a base). 

We can expect, however, that Con- 
gress will approve some sort of reserve 
authority for emergency controls to 
be used on a stand-by basis. After all, 
the foregoing prediction is based upon 
the assumption that there will be no 
fresh outbreak of big-scale hostilities 
in 1953. 

If the inscrutable masters of 
the Kremlin should decide that the 
New Year is not to bea happy one, but 
rather the time for a showdown with 
the western world, we will have full- 
scale controls back in pretty short 
order. In that event, controls will 


probably be only a minor headache. 


FEDERAL power projects. The 

* new Secretary of Interior, Gov- 
ernor McKay of Oregon, goes into 
office with a reputation for partiality 
toward government reclamation and 
multipurpose projects. At the same 
time, he is supposed to favor more 
state and local participation, more co- 
operation with private utilities, and 
less domination by the Federal govern- 
ment, as such. He is a reputed enemy 
of authority development, @ la TVA. 
All these things add up to less friction, 
but no definite exclusion of govern- 
ment activity and multipurpose de- 
velopment. 

From another direction, however, 
we have the new administration’s cam- 
paign pledge to economize. We have a 
new Congress thirsty for tax cuts, 
which can only follow from slashing 
the Federal budget. And any slashing 
of the Federal budget will have to 
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come mainly at the expense of non- 
defense spending. 

So, it boils down to thinner rations 
for the Reclamation Bureau and for 
the REA program. New major proj- 
ects, such as Hell’s Canyon, or the Cen- 
tral Arizona, or Klamath river diver- 
sion programs will not get started. But 
those already started will still get 
along, even though they may have to 
diet somewhat. The result of such 
dieting may even be an incentive for 
Interior Department and REA to 
work more co-operatively with private 
utilities, so as to get that much more 
of their programs accomplished, with- 
out so much direct outlay of Federal 
funds. The decision to let Canada and 
New York state go ahead with the St. 
Lawrence seaway power projects is a 
likely pattern as is the California ef- 
fort to take over Central valley. 


Not much change in taxes. We 

e will hear more talk than action 
about cutting taxes in the new Con- 
gress. As a subject for daily oratory 
it may even rival the Korean war and 
the communist infiltration in govern- 
ment. 

But by very reason of Eisenhower’s 
refusal to take a loss in Korea, defense 
spending must go on, at pretty nearly 
the old rate. The gloomy prospect of 
policing other trouble spots through- 
out the world may even add to the 
load. And so the “token reductions” 
in taxes, which the political commenta- 
tors are now talking about, will be 
more token than reduction—especially 
as to personal income, or general cor- 
poration income taxes, 

The excess profits tax may be eased 
somewhat. And there is no reason to 
keep charging those high excise taxes 
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Better Business—REA Relations 


cé HE rural telephone loan program of REA remains a question 

mark on the industry horizon. The next Secretary of Agricul- 

ture, Ezra T. Benson, is a pronounced friend of the co-operatives. But 

the over-all climate in Washington should be so much more friendly 

to business that this observer expects REA and the private companies 
to get along a lot better in 1953.” 





which are defeating their own purpose 
by stimulating customer resistance. 
Theater admissions, and even John 
Barleycorn, who is no longer making 
the big money he used to make, may 
be thrown a tax cut morsel by Con- 
gress. On the whole, however, the tax 
savings, if any, for all classes will 
make no millionaires. 


TELEPHONE utilities improved. 
¢ The telephone utility industry 
has special reason to regard 1953 more 
optimistically. The improved ma- 
terial supplies should allow the indus- 
try to catch up on its “held” orders. 
The stabilizing price situation, already 
mentioned, should enable these com- 
panies to catch up a little bit in their 
settlement of pending rate cases. The 
long-range price outlook may still be 
upward, but for the year just ahead, 
telephone companies may be able to 
get back to par. 
Therural telephone loan program of 


REA remains a question mark on the 
industry horizon. The next Secretary 
of Agriculture, Ezra T. Benson, is a 
pronounced friend of the co-opera- 
tives. But the over-all climate in 
Washington should be so much more 
friendly to business that this observer 
expects REA and the private com- 
panies to get along a lot better in 1953. 
In recent months, the industry’s rela- 
tions with REA have been a little 
touchy, because of REA’s increased 
loan activities in the telephone field, 
resulting in the creation of a number 
of new telephone co-operatives. The 
prediction is made here that the 
chances for renewed co-operation, in 
working out a rural telephone pro- 
gram, are favorable for 1953. 


NATURAL gas services expanded. 

* The coming year might be re- 
membered in the natural gas industry 
as the year of the “last frontier.” The 
reference is to the Pacific Northwest, 
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which is the only remaining major 
market area not already served by 
pipelines. The New England market 
is still very much complicated, by rival 
pipeline company ambitions, but the 
FPC ought to be able to nail that prob- 
lem down once and for all within the 
coming twelve months. 

The Pacific Northwest is compli- 
cated by the alternatives of Canadian 
gas imports and domestic pipelines 
from the southwest production field. 
Most likely outcome seems that both 
sources of supply will ultimately get 
into the picture. 

All this, of course, will mean shift- 
ing the emphasis of the gas industry to 
its supply situation. Early in the New 
Year, we can expect Congress to ap- 
prove the return of the so-called tide- 
lands control to the states. It may be 
the first public law to be signed by 
President Eisenhower. But, while the 
resumption of state control in the tide- 
lands will encourage offshore gas ex- 
ploration, the main scramble will be up 
on land. It should be a very active 
year for people with natural gas to sell, 
especially if they are in a position to 
execute long-term and firm supply 
contracts. 


10 TRANSIT outlook still gloomy. 
e Looking back over the fore- 
going nine predictions, they seem to be 
the most optimistic this writer has 
been able to make for the public utili- 
ties in a number of years. This is due, 
of course, to the advent of the first 
government administration in Wash- 
ington in many years which, if not 
actually pro-business, will be tolerant 
and sympathetic to business problems. 


But we must strike a sour note in the 
case of the transit industry’s problems 
of business economics. These are just 
as acute with the publicly owned and 
operated transit systems as with the 
private companies still operating state, 
community, and city lines. In fact, it 
was Mayor Impelliterri, of New York, 
who recently made one of the most 
astonishing proposals to solve the defi- 
cit problem of the New York subways. 
The mayor wanted a graduated rev- 
enue tax on all downtown New York 
city business “benefiting” from the ex- 
istence and operation of the city trans- 
it lines. While the New York mayor’s 
proposal was more far-reaching than 
we find elsewhere, it is symptomatic. 


HE transit lines will have to have 

some form of tax relief or other 
special method of making their rev- 
enues cover operating costs, if they are 
to go on. Last year there was quite a 
lot of talk about the so-called Bingham 
plan. During 1953 we should hear 
more than talk. We should see some 
action. 

State rights’ commissions seem to 
be agreed that the operating ratio 
—as distinguished from return on 
the investment—will be necessary 
to keep private investors interested in 
transit operations. And we may even 
see city authorities doing something 
about curtailing the free use of the 
private automobile. Distasteful as 
these measures may seem—no alterna- 
tive may be left. 

When the public is forced to a 
choice, its decision will not be in doubt. 
The family jalopy will have to learn 
some street manners. 
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Utility Regulation by the 
Stock Market 


Basing the allowable return for public utility companies on 
past cost of money, as distinguished from conventional rate 
base approach, has led to a controversial discussion in both 
financial and regulatory circles. Some experts think that the 
criteria established by the Federal Power Commission and 
several state commissions, in adopting cost of money as a de- 
terminative factor looking to return allowance, is tantamount 
to regulation by the stock market. 


By JOHN H. 


RECENT theory of the Federal 
A Power Commission on utility 
rate regulation is noteworthy 
for its fallacious reasoning. Briefly, 
the theory may be described as “regu- 
lation by the stock market.” Repro- 
duction cost estimates, which the com- 
mission refuses to consider because, 
it is said, they are “not predicated 
upon facts” and are “too conjectural 
and illusory to be given any weight,” 
might appear paragons of reason- 
ableness and accuracy, compared with 
the commission’s assumptions and 
conjectures. 

In an investigation of the rates 
charged by Colorado Interstate Gas 
Company, the commission, in an 
opinion dated August 8, 1952, 

*For personal note, see “Pages with the 
Editors.” 


1Re Colorado Interstate Gas Co. (1952) 95 
PUR NS 97. 


BICKLEY* 


allowed a 53 per cent return on a de- 
preciated original cost rate base, plus 
allowances for materials and supplies, 
and cash working capital adjusted for 
income taxes. The 5} per cent was 
alleged to cover the “cost of borrowed 
money and of preferred stock funds” 
and the “cost of equity capital.” The 
5? per cent was measured by the 
“cost” of each class of outstanding 
securities, weighted by the percentage 
of each class to total capitalization 
(the sum of long-term debt, preferred 
stock, common stock, and surplus), 
as shown in the table on page 17. 


= 3.21 per cent on long-term 
debt was the average interest rate 
on four note issues. The 6 per cent on 
preferred stock was the dividend rate. 
The 8.95 per cent for common stock 
equity was at a return of 8.45 per cent, 
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after allowance for cost of financing 
of one-half per cent. 

Colorado claimed a 6} per cent re- 
turn, and that it was entitled to earn- 
ings of 11 per cent on its common 
stock. 


Brow major item of contention in 
rate of return was the cost of 
equity capital. Both Colorado and 
the commission, in measuring this 
largest component of cost, relied upon 
earnings-price ratios at which natural 
gas company stocks have sold on the 
market. And here was the fallacy of 
the reasoning. It should be obvious 
that such earnings-price ratios as were 
employed do not measure the cost of 
common stock funds to Colorado. 
Neither do they establish reasonable 
earnings. 

The commission characterized the 
ratios as “investors’ appraisal of the 
cost of equity capital.” These are 
words without meaning. The lan- 
guage is hollow. Since when have in- 
vestors appraised a company’s costs? 
They decide what they are willing to 
pay for the securities they buy, and 
this is not an appraisal of the cost to 
a company of its funds. 

Moreover, fr the commission to 
accept security market prices as an in- 
dicator of required utility earnings is 
to subject rate regulation to the 
vagaries of the stock market. “Wall 
Street” becomes the “Main Street” 
of utility regulation, and such high 
tribute to Wall Street was not to be 
expected. This was the commission’s 
first and basic error, in this writer’s 
opinion, as demonstrated hereafter. 

The same method for other periods 
produces even more absurd results. In 
1929, the earnings-price ratio on elec- 
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tric utility common stocks, for ex- 
ample, was 3.81 per cent, which was 
26 per cent less than the average yield 
of 5.14 per cent on utility (mostly 
electric) bonds. In fact, during four 
of the six years, 1929 to 1934, the 
common stock earnings-price ratios 
were less than bond and preferred 
stock yields. Hence, had the stock 
market been accepted as a reliable 
measure of allowable earnings, a 
lower cost would have been found for 
common stock than for bonds or pre- 
ferred stock. This is unrealistic and 
contrary to fact. A study of past 
movements of stock prices and earn- 
ings shows conclusively that the stock 
market is not a trustworthy basis for 
regulation of utility earnings, and that 
more substantial evidence than stock 
prices is essential if utility rates are to 
be just and reasonable to both consum- 
ers and investors. 


oo allowed earnings on com- 
mon stock are bound to a cost of 
money doctrine, by which cost is de- 
termined by earnings-price ratios, in- 
congruous results may follow. If 
prices ascend at a given level of earn- 
ings, the earnings-price ratio declines 
and a company becomes vulnerable to 
lower rates based upon an assumed 
reduction in “cost” of money. Or, if 
earnings decline at a certain level of 
market prices, the door is open to still 
lower, rather than higher, earnings. 
The logic of these results is hard to 
understand, if indeed there is any 
logic. On the other hand, if prices de- 
cline, then theoretically a company 
would be entitled to higher rates. But 
to what extent the theory is one-way, 
only the future will tell. 

The second error in the use of 
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UTILITY REGULATION BY THE STOCK MARKET 


earnings-price ratios is the assumption 
that past earnings are the sole cri- 
terion of investors. This is contrary 
to sound investment judgment. Those 
who buy securities are motivated by 
many other considerations, and while 
the informed investor reviews the 
past, his major concern is with the 
future. Market prices for natural gas 
stocks may be partly in anticipation of 
continued growth in which investors 
will share—a reasonable expectation. 
But if growth is stopped, earnings- 
price ratios will rise. 

The third error in the commission’s 
method was to establish a rate of re- 
turn for the future based upon market 
prices and earnings of the past. This 
is unwarranted. The market does not 
stay that firmly put, but can change 
quickly. Earnings are likewise fluid. 
And past earnings-price ratios do not 
measure current and future earnings 
requirements, for the conditions of the 
past, the present, and the future will 
not be the same, assuming the ratios 
have validity. 

The fourth error in the commis- 
sion’s reasoning is plain. It relied upon 
two circumstances: (1) the average 
earnings-price ratios on the common 
stocks of nine and seven natural gas 
companies, and (2) the earnings-price 
ratio at which a certain block of Colo- 
rado’s stock was sold by the owners. 


i the first instance, the commission 
assumes that because the day-to- 


Class of Security 
Long-term debt 
Preferred stock 
Common stock and surplus .. 


 ccecas<aadewtoaseewes 


Amount 
$29,600,000 
000 


23,314,000 
$54,914,000 


day, and year-to-year sales over a 
period of five years produced a certain 
average earnings-price ratio, all of the 
stock of any of the companies would 
have sold at the same ratio if all had 
been thrown on the market at one 
time. This is wholly conjectural and 
with nothing to support the con- 
clusion. The daily volume of trading 
is a very small fraction of total shares 
outstanding, and annual volume, per- 
centagewise, is not generally large. 
The day-to-day prices, which result in 
annual averages, are for only the 
small number of shares traded each 
day. If all shares of a large company 
were dumped on the market on one 
day or week, prices would be materi- 
ally different from those based upon 
ordinary volume. All that the market 
reveals is what a certain number of 
shares have sold for at a certain time, 
and not what the price would have 
been for more or less shares at the 
same or a different time. 


- Bronce stock issues for new 
money are likewise usually a small 
percentage of the shares outstanding, 
and the price received is for only the 
shares offered. It is doubtful if addi- 
tional shares equal to the number 
already outstanding could be sold at 
the same price. 

In any event, an earnings-price 
ratio for such shares as are sold does 
not establish an earnings-price ratio 
for all shares, an assumption implicit 


Per Cent Per Cent Weighted 
Of Total Cost Cost 
53.9 3.21 1.73 
3.6 6.00 0.22 
42.5 8.95 3.80 


100.0% 5.75% 
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in the commission’s reasoning, if its 
calculations have any meaning, for it 
applied an earnings-price ratio to all 
of Colorado’s shares. 


N the second instance, the commis- 
sion accepted as “persuasive evi- 
dence as to the cost of equity capital” 
that (a) two of the principal stock- 
holders’ groups of Colorado offered 
for sale to the public 966,000 shares 
(representing 56 per cent of the total 
outstanding) of Colorado’s common 
stock held by them; (b) the offering 
was oversold; (c) at a net of $25.25 
per share to the selling stockholders, 
the earnings-price ratio was 7.44 per 
cent, based on earnings in 1951 of 
$1.88 per share; and (d) the book 
value per share at December 31, 1951, 
was $13.63. The commission con- 
cluded: “Under such circumstances 
the verdict of the market place is com- 
pelling evidence.” What makes this 
evidence compelling is not explained, 
except that the commission said it was 
so. That all of the approximately 
1,700,000 outstanding shares could 
have been sold at the same price is 
problematical. 

The fifth error is equally apparent. 
A study, no matter how objective, of 
earnings-price ratios of seven, nine, 
fifteen, or fifty companies, for one 
year, two years, five years, or for any 
period, does not measure the cost of 
common stock money to a particular 
company. That the cost (if such 
earnings-price ratios may be so de- 
nominated) to one company, or for a 
group of companies, establishes the 
cost to another is an unheard of con- 
cept, and it may be hoped that utility 
regulation does not embrace this un- 
sound theory. 
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HE commission erred in still 
another respect, the sixth. In 
arriving at an over-all cost of capital, 
it applied to the book value of com- 
mon stock a return of 8.95 per cent, 
including an allowance of one-half per 
cent for cost of financing, based upon 
the relationship between market prices 
of natural gas company common 
stocks and per share earnings. This 
was patently wrong. If such an 
earnings-price ratio has significance 
for a determination of cost of equity 
capital and a fair rate of return, it 
must be adjusted for the difference be- 
tween the market price and the 
book value of the stock before being 
applied to book value. As explained 
above, the commission viewed as 
“persuasive evidence as to the cost of 
equity capital” the fact that a block 
of Colorado’s stock was sold at a net 
price of $25.25 per share to the sell- 
ing stockholders, which, based on 
1951 earnings of $1.88 per share, was 
at an earnings-price ratio of 7.44 per 
cent. Had this ratio been used, and 
not even the higher 8.45 per cent, then 
after adjustment for the 185.25 per 
cent of market value ($25.25) to 
book value ($13.63), the correct 
ratio would be 13.78 per cent 
(7.44 x 185.25), and the total cost of 
capital would have been 7.81 per cent, 
as shown in the table on page 21. 
Had the 8.45 per cent been adjusted 
for the excess of market price over 
book value, the total cost of capital 
would have been 8.60 per cent. 
Suppose further that the cost of 
debt money rose to 4 per cent and the 
earnings-price ratio, unadjusted, on 
common stock advanced to 10 per cent 
or 12 per cent, with a debt structure 
of 50 per cent and common stock 
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Is “Cost of Money” a Strait Jacket? 


Ts | pep investment interests may see in the cost of money theory 

of the FPC a threat to the future prosperity of natural gas 
companies, and properly so. As a growth industry, but one in which 
there is a depletion of a wasting resource, whatever its magnitude, the 
equity owner may fairly expect a participation in growth through 
increasing, not diminishing, returns. Certainly his returns should not 
be placed in a strait jacket, which, unfortunately, will be the effect of 

current regulatory practices, if persisted in.” 





equity of 50 per cent. Would the 
commission then fix returns at 7 per 
cent or 8 per cent, or more, rates that 
would be dictated by its logic in the 
Colorado Case? 


| Danae the five years ended August 
31, 1951, the average earnings- 
price ratio for the seven natural gas 
companies considered by the commis- 
sion was 8.2 per cent, according to 
Exhibit 11 introduced by the commis- 
sion’s staff. But these five years were 
the lowest of the eleven years and 
eight months reported by the same 
exhibit. The average earnings-price 
ratio for the first six years, 1940-45, 
was 11.6 per cent, and for the eleven 
years and eight months was 10 per 
cent. Had the commission used 10 per 
cent, plus an allowance of one-half per 
cent for cost of financing, the return, 


without adjustment for the difference 
between market and book value, 
would have been 6.4 per cent by its 
own method, or substantially the 63 
per cent contended for by Colorado. 


a rates on utility bonds are 
advancing and currently they are 
higher than at any time since 1940. 
The current yield of 3.20 per cent is 
18 per cent above the average for 
1946. The average yield on new issues 
of utility preferred stocks has like- 
wise been rising — the average for 
1951 was higher than any year since 
1942 and was 30 per cent above 1946. 
Paradoxically, the yields on electric 
utility common stocks have been de- 
clining and were less in September, 
1952, than the average for any year 
since 1947. The average yield for the 
first nine months of 1952 was 6.5 per 
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cent less than the 1948 average and 
the decline was due to a 27.8 per cent 
increase in market price against a 19.4 
per cent increase in dividends. This 
serves to demonstrate further the un- 
reliability of market prices as a cri- 
terion of rate of return. 


SB seventh error is the conclusion 
that a rate of return derived from 
the sum of the component costs of 
capital meets such standards as com- 
pensation for risks, financial integrity, 
capital attraction, and incentives for 
efficiency, a high standard of service, 
and expansion when required. If this 
were true, a variation in capital struc- 
ture would cause a difference in re- 
turn. Obviously, the risks of a busi- 
ness, as pointed out recently by Dr. 
Ralph E. Badger,’ are not altered by 
financial structure, for most risks are 
imposed by external forces. The abil- 
ity to attract the right proportions of 
capital at reasonable costs flows, in 
turn, from business risks and oppor- 
tunities, together with the quality of 
management. 

In support of its opinion on fair 
return the commission cited three de- 
cisions of the United States Supreme 
Court, including Federal Power Com- 
mission et al. v. Hope Nat. Gas Co. 
320 US 591,’ in which it was said: 

. .. the investor interest has a legiti- 

mate concern with the financial integ- 

rity of the company whose rates are 
being regulated. From the investor 

or company point of view it is im- 

portant that there be enough revenue 

not only for operating expenses but 


2“Tmpact of the Northern Natural Gas De- 
cision on Financing,” Pusiic Utinities Fort- 
NIGHTLY, November 20, 1952, Vol. L, No. 11, 
page 751. 

851 PUR NS 193. 
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also for the capital costs of the busi- 
ness. These include service on the 
debt and dividends on the stock. . . , 
By that standard the return to the 
equity owner should be commensu- 
rate with returns on investments in 
other enterprises having correspond- 
ing risks. That return, moreover, 
should be sufficient to assure confi- 
dence in the financial integrity of the 
enterprise, so as to maintain its credit 
and to attract capital. See Missouri 
ex rel. Southwestern Bell Teleph. Co, 
v. Public Service Commission, 262 US 
276, 291,67 Led 981, PUR1923C 193, 
43 S Ct 544, 31 ALR 807 (Mr. 
Justice Brandeis concurring). The 
conditions under which more or less 
might be allowed are not important 
here.... 


HE opinion of Mr. Justice 

Brandeis on the same subject in 
the Southwestern Bell Case, to which 
the court referred in the Hope Case, 
reads : 


. .. The compensation which the Con- 
stitution guarantees an opportunity to 
earn is the reasonable cost of conduct- 
ing the business. Cost includes not 
only operating expenses, but also 
capital charges. Capital charges cover 
the allowance, by way of interest, for 
the use of the capital, whatever the 
nature of the security issues therefor ; 
the allowance for risk incurred; and 
enough more to attract capital. The 
reasonable rate to be prescribed by a 
commission may allow an efficiently 
managed utility much more. But a 
rate is constitutionally compensatory, 
if it allows to the utility the opportunity 
to earn the cost of the service as thus 
defined. 


Thus, Mr. Justice Brandeis did not 
restrict utilities to the bare cost of 
capital. Perhaps recognizing the 
dangers inherent in such cost arrange- 
ments, he expressed the desirability of 
and need for incentives for efficient 
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operations. And the “cost” of capital 
as measured by the commission does 
not fix a fair return. 

In the instant case, the Federal Pow- 
er Commission should have seen the 
infirmities of its calculations and 
should not have superimposed on one 
fixed formula, depreciated original 
cost, another formula, cost of money, 
especially when the first deals with 
dollars that no longer exist, and the 
calculations for the second fail to ac- 
complish the end sought. 


|, gianagguee other errors are griev- 
ous, more deplorable would be 
reasoning from a conclusion backward 
in search for support. Yet it is difficult 
to believe that the commission’s proc- 
ess was Otherwise. A fair return was 
found to be 53 per cent. The “cost of 
borrowed money and of preferred 
stock funds” was found to total 1.95 
per cent, after weighting for the 
amounts of these securities. The 1.95 
per cent subtracted from 5.75 per cent, 
leaves 3.80 per cent for common stock. 
The 3.80 per cent divided by 42.5 per 
cent of common stock and surplus to 
total capitalizatio' , produces the as- 
sumed cost of equity capital of 8.95 
per cent, or 8.45 per cent before allow- 
ance for cost of financing. The com- 
mission applied 8.95 per cent to com- 
mon stock to support its allowed re- 
turn of 53 per cent, yet there is not a 
word of reference to any testimony 
that the cost of common stock was 8.45 


Long-term debt 
Preferred stock 
Common stock 


2, ’ 
23,314,000 


per cent. If the 8.45 per cent was a 
judgment figure, it fits in neatly with 
the 5.75 per cent return. But such 
ostensible precision of judgment, car- 
ried to a fraction of nine-twentieths, 
would only serve to strengthen doubt 
as to the direction of the commission’s 
thinking. 

It is significant that in recent years 
the commission has permitted nat- 
ural gas companies returns of 6 to 63 
per cent. Perhaps it would now repu- 
diate the propriety of those higher al- 
lowances ; but if it does not, then high- 
er, rather than lower, returns would 
be consistent with the facts. As 
already noted, interest and preferred 
dividend rates are currently higher 
than in earlier years, in which returns 
were set at 6 to 63 per cent. In addi- 
tion, a return of 63 per cent in 1952 is 
worth less than 6} per cent in 1945. 
This is a fact which the commission 
either overlooks or deems irrelevant, 
even though the Supreme Court, in 
Banton v. Belt Line R. Corp. (1925) 
268 US 413, 422,* specifically men- 
tioned the purchasing power of the 
dollar as a factor to which attention 
will be given: 

It is well known, and the court will 
take judicial notice of the fact, that 
the purchasing power of money has 
been much less since 1917 than it was 
in 1912, when the order was made ; and 
that the cost of labor, materials, and 
supplies necessary for the proper 
operation and maintenance of street 
railways has greatly increased. 
*PUR1926A 317. 


e 


Amount 


PerCent PerCent Weighted 
Of Total Cost Cost 
53.9 3.21 1.73 
3.6 6.00 0.22 
42.5 13.78 5.86 





$54,914,000 


100.0% 7.81% 
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—__ decline in the purchasing pow- 
er of the dollar has been as severe 
in recent years as in the past. From 
1913 to 1917, the value of the dollar 
declined 22.8 per cent, and in 1925, 
when the Banton Case was decided, 
the dollar was worth 43.6 per cent less 
than in 1913, based on the consumers’ 
price index. 

But during the first seven months 
of 1952, the purchasing power of 
money was 62.6 per cent less than 
in 1913, 51.6 per cent under 1917, 
33.6 per cent less than in 1925, 47.4 
per cent less than in 1939, and even 
10 per cent below 1949. Thus the 
decline from 1939 to 1952 averaged 
3.8 per cent a year, compared with an 
average decline of 3.6 per cent from 
1913 to 1925. In six years, 1945 to 
i951, tie shrinkage was 30.7 per cent, 
an average of 5.1 per cent a year. 
Since notice was to be taken of the 
1913-1925 erosion of the dollar, no 
less would be true of that from 1939 
to 1952 and from 1945 to 1952. 

How long inflation will continue 
and how far it will go are unknown; 
nevertheless, two conditions are evi- 
dent : 

(1) The country is on the high- 
est plateau of prices since 1800, a 
period of 152 years, and the five years 
1947-1951 were higher than any other 
5-year period,® and (2) the value of 
money will not return permanently to 
the higher levels of earlier years. 
These facts must be considered in a 
review of the real income of utilities 
and of what a certain percentage re- 
turn yields in actual dollars, 

5 The average of wholesale prices for the 
five years 1947-1951 was 27 per cent above the 
average for the five years 1917-1921, and the 


years 1917-1921 were higher than any previous 
5-year period. 
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_— view has been expressed in 
some quarters that the Federal 
Power Commission’s ruling on rate of 
return in the Colorado Interstate Gas 
Case marks a departure from its 
former practice. Whether or not this 
is the case is of some importance, but 
less so than the impact the ruling may 
have on the ability of natural gas com- 
panies to attract additional common 
stock money. However, on the first 
point it may be said that not before 
has the commission restricted rate of 
return to mathematical calculations 
represented to measure cost of money. 

Natural gas companies have experi- 
enced their most rapid growth during 
the past seven postwar years, and they 
have not yet met their full market po- 
tential. Additional expansion is re- 
quired to serve a growing demand. 
This will call for a large volume of 
financing to which common. stock 
issues must contribute if the industry 
is to maintain a reasonably sound 
financial structure. Common stock is 
highly sensitive to both adverse and 
constructive forces, including the regu- 
latory environment in which com- 
panies operate. If that environment is 
construed to be unfavorable to the 
common shareholder upon whom falls 
the major burden of risk, additional 
common stock funds will not be forth- 
coming, except at high costs, which 
means low prices in relation to earn- 
ings and dividends. If the wells of 
common equity capital dry up, more 
dependence will have to be had on bor- 
rowed money and this, too, will then 
advance in price. 

Hence, it is self-evident that regu- 


$ Also in a decision on an application by 
Northern Natural Gas Company for an in- 
crease in rates. 
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latory agencies, which have a major 
responsibility for healthy growth of 
the industry regulated, should adopt 
policies that will give adequate confi- 
dence in the future of the industry and 
provide incentives for commitments 
in common stock. And it may be ob- 
served that “continuing” regulation 
does not necessarily guard against un- 
wanted results of regulatory action. 
The need in an expanding and 
dynamic economy is for dynamic, not 
static, thinking. 


| gpg investment interests may 
see in the cost of money theory of 
the FPC a threat to the future pros- 
perity of natural gas companies, and 
properly so. As a growth industry, 
but one in which there is a depletion of 
a wasting resource, whatever its mag- 


nitude, the equity owner may fairly 
expect a participation in growth 
through increasing, not diminishing, 
returns. 

Certainly his returns should not 
be placed in a strait jacket, which, 
unfortunately, will be the effect of cur- 
rent regulatory practices, if persisted 
in, 

In conclusion, the low return al- 
lowed in the Colorado Case suggests 
an effort to arrive at minimum earn- 
ings that will barely avoid confisca- 
tion, and not earnings that will assure 
confidence in the financial integrity of 
the business and provide incentives 
for efficiency and expansion. The 
commission looked principally to the 
past and in doing so did not look in 
the right corners. 

Nevertheless, the commission may 
feel safe behind the shield of the 
Supreme Court in the Hope Case, in 


which the end-result doctrine, regard- 
less of infirmities of method, was 
enunciated : 

Under the statutory standard of 
“just and reasonable” it is the result 
reached not the method employed 
which is controlling. . .. The fact that 
the method employed to reach that re- 
sult may contain infirmities is not then 
important. . . . It [the commission’s 
order] is the product of expert judg- 
ment which carries a presumption of 
validity. 

This is strong and sweeping lan- 
guage, if it stands, and gives the com- 
mission almost boundless latitude.” 
€¢ PNFiIRMITIES,” “expert judgment,” 

and “presumption,” indeed ! The 
infirmities are palpable; the judgment 
doubtful; the presumption incredible. 
The commission can go through mum- 
bo jumbo and declare its results to be 
just and reasonable. “And he who 
would upset the rate order under the 
act carries the heavy burden of mak- 
ing a convincing showing that it is in- 
valid because it is unjust and unrea- 
sonable in its consequences.” The in- 
firmities in the Colorado Case are 
clear, but that is of no consequence, 
for they are overshadowed by the ex- 
pertise of the commission. That the 
end result is all important in spite of 
infirmities of method is a dangerous 
and illogical doctrine. The results in 
rate regulation are influenced by the 
method employed, and unsound 
methods are not likely to produce fair 
results, except by chance. Is regula- 
tion to become a roulette wheel ? 


7 Dissents were entered by three members of 
the court: Mr. Justice Jackson, Mr. Justice 
Frankfurter, and Mr. Justice Reed. Mr. Justice 
Roberts took no part in the consideration or 
decision of the case. 
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Ratio—A 


Regulatory ‘Tool 


The transit business is no longer a protected monop- 
oly. The situation calls for a new approach if new 
capital is to remain interested in transit property in- 
vestment. This article shows the “operating ratio” 
theory of relative expenses to revenues is the obvious 
regulatory tool in the present situation. 


By CHARLES ALAN WRIGHT* 


TYPICAL nontransit utility, per- 
A haps a gas company or an elec- 
tric company or a telephone 
company, might show figures like this : 
Net Plant Investment 
Annual Revenue 


Operating Expenses 
Return to Investors 


This utility would have a return on 
its investment of 6 per cent. Now com- 
pare it with the similar figures for a 
typical bus company: 

Net Plant Investment 

Annual Revenue 

Operating Expenses 

Return to Investors 
The bus company has the same reve- 
nue as the other utility. The bus com- 
pany, too, has made a return of 6 per 


*For personal note, see “Pages with the 
Editors.” 
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cent on its investment. Fair enough. 
Yet if the patronage of the bus com- 
pany drops so much as 24 per cent, 
or if its expenses should increase that 
much, it will be operating in the red. 
At the same time, the nontransit 
utility, which is much less likely to 
have any substantial fluctuation in its 
expenses or revenues, can experience 
a similar 24 per cent change, and still 
give its investors a 5 per cent return 
on their investment. 


it is just such a demonstration as 
this which is causing a revolution 
in rate regulation of mass transit com- 
panies. In the last four years ten regu- 
latory commissions have followed the 
lead of the Interstate Commerce Com- 
mission and have abandoned the tradi- 
tional test of return on investment in 








deciding how much money a transit 
company may make.’ The reason for 
this change was recently explained by 
the Massachusetts Department of 
Public Utilities : 

If it is to maintain its financial posi- 
tion, we believe and hold that a utility 
whose operations are as volatile as 
those of respondent must maintain a 
margin between income and expense 
sufficient so that tomorrow’s fluctua- 
tion will not result in its carrying on 
business at a loss. Such a considera- 
tion has little to do with the question 
of the amount of the investment in 
utility operating plant, as it is a func- 
tion of the size of the income, not of 
the size of the investment.? 


5 pew tool for relating the transit 
company’s return to its income, 
rather than to its investment, is the 
“operating ratio.” This is the ratio of 
the operating expenses of the company 
to its annual revenues. This ratio 
shows why, in the examples set out 
at the beginning of this article, a 6 per 
cent return was comfortable for the 
nontransit utility, while it left the bus 





1E.g., Middle West General Increases, 48 
MCC ty (ICC 1948) ; Re Glendale City Lines, 
Inc. 92 PUR NS 273 (Cal PUC 1951); Re 
Bristol Traction Co. Conn PUC, Docket No. 
8658, June 3, 1952; Re Common Carrier Bus 
Lines, 91 PUR NS 62 (Fla RR & PU Comm 
1951); Re Honolulu Rapid Transit Co., Ltd. 
909 PUR NS 129 (Hawaii PSC 1951); Re 
Chicago Motor Coach Co. 28 Ill C C Rep 175 
(1948) ; Re Lewiston-Auburn Transit Co. Me 
PUC, J#2, February 23, 1949; Re Eastern 
Massachusetts St. R. Co. Mass DPU, Docket 
No. 9750, July 30, 1952; Re Salt Lake City 
Lines, Inc. 78 PUR NS 1 (Utah PSC 1949) ; 
W ashington PSC wv. Spokane City Lines, Inc. 
Wash PSC, Cause No. T- 8560, June 21, 1951, 
applying Rev Code Wash 8 81. 04.250(3), allow- 
ing use of operating ratio “in lieu of other fac- 
tors”; Re Milwaukee Electric R. & Transport 


Co. 88 PUR NS 318 (Wis PSC 1951). See 
also the Lansing, Michigan, city charter, quoted 
note 6 below. An article Vol. XLVIIi, PUF 
875, 884, which listed Iowa as using the op- 
erating ratio method, was in error. 

2Re Eastern Massachusetts Street R. Co. 
Mass DPU, Docket No. 9750, July 30, 1952. 
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company in precarious condition. On 
the figures there given, the operating 
ratio of the nontransit utility would 
be 85 per cent, while that of the bus 
company would be 97.6 per cent. 

Further, it is easy to see why the 
same 6 per cent return gives such 
different ratios to the two companies : 
Though they have the same annual 
revenues, the investment in the non- 
transit utility is more than six times 
as great as the investment in the bus 
company, and the cushion provided by 
a 6 per cent return is, therefore, also 
more than six times as large. This is 
entirely typical.* Most utilities have 
large, permanent investments in land, 
buildings, trackage, pipelines, generat- 
ing stations, wires, poles, mains, and 
other long-lived property of this sort. 
But a transit company, and especially 
one which has converted to busses, has 
its main investment, often its only in- 
vestment, in mobile units. The capital 
cost of these units is small in com- 
parison to the revenue they produce; 
at the same time, they require costly 
repair and maintenance, as well as a 
large depreciation charge. 


— recognized all this, it would 
still be possible to use the tradi- 
tional methods of regulation and, by 
increasing the rate of return allowed 
bus companies, to give them the same 
cushion against fluctuation of their ex- 
penses or revenues which other utili- 
ties have. But in the example given in 
this article, if the bus company is to 
have even half the margin percentage- 


8The figures used in the example approxi- 
mate those reported in the decision cited, note 
2 above, where the revenue of the bus com- 
pany was 2.46 times its investment, while the 
average of five nontransit utilities showed 
revenues 0.43 times investment. 
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wise between expenses and revenue as 
the other utility, it must have a return 
on its investment of 19.8 per cent. 

It is quite possible that bus com- 
panies need such a return if they are 
to maintain their financial integrity. 
It is not conceivable that any commis- 
sion which talks the traditional rate 
base-fair return language would allow 


such a return. Here is the first im- 
portant feature of the operating ratio: 
It is a means for showing and for 
measuring the need of transit com- 
panies for a return which, by the old 
standard, would seem extremely large. 
A good example of this was given by 
the California Public Utilities Com- 
mission a year ago when a company, 
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OPERATING RATIOS APPROVED BY REGULATORY BODIES#* 


Interstate Commerce Commission 
42 M 


943) 


( 
101 F Supp 328 (1951) 
Massachusetts Department of Public Utilities 
86 PUR NS 192 (1950) 
88 PUR NS 21 (1951) 
Docket No. 9563 (1951) 


te’ 8 - De. 


Docket No. 9750 (1952) 

Docket No. 9801 (1952) 
Illinois Commerce Commission 

28 Ill C C Rep 175 (1948) 

28 Ill C C Rep 259 (1948) 

28 Ill C C Rep 342 (1948) 
California Public Utilities Commission 

92 PUR NS 273 (1951) 

Decision No. 46492 (1951) 
Wisconsin Public Service Commission 

88 PUR NS 318 (1951) 

91 PUR NS 82 (1951) 
Connecticut Public Utilities Commission 

Docket No. 8658 (1952) 
Hawaii Public Utilities Commission 

90 PUR NS 129 (1951) 
Maine Public Utilities Commissioin 


Utah Public Service Commission 

78 PUR NS 1 (1949) 
Washington Public Service Commission 

Cause No. T-8560 (1951) 
Lansing, Michigan 

City Charter 


Before After 
Taxes Taxes 


93.00 
93.50 


ee Bnew nnne 


94.20 96.08 


90.008 —_— 
91.13 93.99 


90.20 94.05 
88.12-94.20 87.40-96.08 





4 Not included in the table is Re Common 
Carrier Bus Lines, 91 PUR NS 62 (Fla RR & 
PU Comm 1951), where a ratio of 95 per cent 
was held too high for safety, but it was not 
indicated whether this was before or after 
taxes, nor was the ratio the approved fare in- 
crease would give stated. 

5If amortization of obsolescent equipment 
be regarded as an expense, a point the commis- 
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sion does not decide, the ratios would be 92.2 
and 97.4. 

6 This assumes that the charter, when it 
authorizes the transit commission to adjust 
fares “whenever it shall be necessary to enable 
such carrier to maintain a ratio of total op- 
erating expenses to gross operating revenue 
of not more than 90 per cent,” means expenses 
before taxes. 
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which was then earning 9 per cent on 
its rate base, asked for fare increases. 
“Such a rate of return would by no 
means be deficient if measured by a 
normal rate base,” said the commis- 
sion, “but may be considered marginal 
in the present case where the operat- 
ing properties are largely depreciated 
and where the resulting operating 
ratios approximate 96 per cent before 
income taxes and 97 per cent after 
taxes.” ’ The commission proceeded 
to approve fares which gave a 15 per 
cent return on investment, and which 
yielded operating ratios of 93.8 per 
cent before and 95.5 per cent after 
taxes. 


An reason why the operating 
ratio is the desirable criterion of 
transit rates is of particular impor- 
tance at the present time, when many 
streetcar companies are converting to 
bus operation. Such a conversion, in- 
volving as it does the abandonment 
of such expensive facilities as tracks, 
wires, and power stations, usually 
causes a considerable decrease in the 
company’s net plant investment. An 
example will show the significance 
ratewise which this abandonment has. 
The following figures represent an 
imaginary streetcar company: 

Net Plant Investment 

Annual Revenues 


Operating Expenses 
Return to Investors 


This fortunate company, then, is 
making a return of 10 per cent on its 
rate base, and has an operating ratio 


of $18,000,000/$20,000,000 or 90 per 


7 Re Glendale City Lines, Inc. 92 PUR NS 
273, 281 (Cal PUC 1951). See also Re Massa- 
chusetts Northeastern Transportation Co. 86 
PUR NS 192, 196 (Mass DPU 1950). 
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cent. Suppose that upon its conversion 
to busses, its net plant investment is 
reduced to $10,000,000 while its ex- 
penses remain the same. A typical old- 
line commission would order a fare 
reduction so that the rate of return 
would remain as before. Then the 
figures would be: 

Net Plant Investment 

Annual Revenues 

Operating Expenses 

Return to Investors 


HE commission would have been 

successful in the fare reduction it 
ordered, in that the return on the rate 
base is still 10 per cent. But the in- 
vestors, who will not have taken a 
penny out of the company in the 
course of the conversion, find their re- 
turn cut in half, while, even more im- 
portant, the operating ratio has been 
increased to 94.7 per cent. Thus while 
the company is providing the same 
service to the traveling public, and 
providing it in a more comfortable 
and modern manner, it is given only 
half as much protection against fluc- 
tuations in its business, and its stock- 
holders are allowed only half as great 
a return. As the United States Su- 
preme Court has commented in similar 
circumstances, “The result indicates 
error somewhere, either in theory or 
application of principle.” * 

The commission which has adopted 
the operating ratio method will avoid 
this error, for it will see that despite 
the decrease in the value of the com- 
pany’s property, the same revenues 
must be allowed in order to preserve 
the former operating ratio of 90 per 
cent. Although on the face of it this 


8 Pacific Gas & E. Co. v. San Francisco 
(1924) 265 US 403, 415, PUR1924D 817. 
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Advantages of Operating Ratio 


i has been shown that the operating ratio is a more accurate 
gauge of the rez -nues a transit company should be allowed than 
was the old rate of return. The operating ratio offers a further advan- 
tage to regulatory commissions in its extreme simplicity. Now the old 
battles about ‘prudent investment’ versus ‘reproduction cost’ can be 
forgotten, as may the intricate controversies over such nice matters 
as depreciation methods or accounting for extraordinary obsolescence.” 





means a jump in rate of return from 
10 per cent to 20 per cent, in fact the 
investors will be receiving no more 
dollars then they were before. 


i has been shown that the operating 
ratio is a more accurate gauge of 
the revenues a transit company should 
be allowed than was the old rate of 
return. The operating ratio offers a 
further advantage to regulatory com- 
missions in its extreme simplicity. 
Now the old battles about “prudent in- 
vestment” versus “reproduction cost” 
can be forgotten, as may the intricate 
controversies over such nice matters 
as depreciation methods or accounting 
for extraordinary obsolescence. All 
that a commission now need do is ex- 
amine the operating expenses to make 
sure they are reasonable, and then de- 
termine the operating ratio which will 
give the company the required margin 
between expense and revenue. 

It is unfortunate that the decisions 
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to date offer rather little guidance as 
to the operating ratio which transit 
companies should be allowed. The 
table on page 26 of this article lists the 
ratios which have been approved in 
various cases. The figures there given, 
however, are probably useful only as 
an indication of the maximum ratio 
which a company can safely have. 
What has been happening is that the 
companies have come to the commis- 
sion with a specific proposal for a 
fare increase, the commission has de- 
termined the operating ratio which 
the new fares will yield, and an- 
nounced that this ratio gives a return 
which is “no more than just and rea- 
sonable.”® There has been no case as 
yet in which a commission has re- 
jected a proposed fare increase on the 
ground that it would give too favor- 


9 E.g. Re Bristol Traction Co. Conn PUC, 
Docket No. 8658, June 3, 1952; Re Eastern 
Massachusetts Street R. Co. Mass DPU, 
Docket No. 9750, July 30, 1952. 
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OPERATING RATIO—A REGULATORY TOOL 


able an operating ratio; until there is 
such a case, the minimum ratio for 
which a carrier can contend may only 
be guessed. 


fGen operating ratio method for 
transit rate regulation is very 
new. Only in the last year has a digest 
classification been provided in Public 
Utilities Reports under which deci- 
sions applying this method may be 


using the operating ratio to allow a 
fare increase, held that this method 
was not only permissible under the 
Constitution and statutes, but that in 
adopting it “the commission mani- 
fested an understanding of the meth- 
ods and modus operandi of the busi- 
ness.” 

A distinguished commission has 
called the operating ratio “an ideal 
tool” for transit rate regulation.” 


There are impressive reasons for be- 
lieving that the commission is right, 
and that the use of this tool will in- 
creasingly sunplant the blunt-edged 
and ill-fitting device of a fair return 
on a valued rate base. 


found.” Already, however, it has the 
support of the Federal regulatory 
body, the ICC, and of one-fourth of 
the state commissions. And it over- 
came an important hurdle when a spe- 
cial 3-judge Federal court, summoned 
to hear the charge of the riding public 
that the ICC had acted improperly in 


11 County Board of Arlington County, Vir- 
ginia v. United States, 101 F Supp 328, 330 
(ED Va 1951). 

12 Re Honolulu Rapid Transit Co. 90 PUR 


10 Return § 108.1. NS 129, 133 (Hawaii PUC 1951). 





The Responsibility of Collective Bargaining 


. pros management and labor fail to resolve their differ- 
ences through collective bargaining, they often nettle 
what is already an impatient public. And an impatient public 
may at any time decide that labor and management may have 
too such liberty. Less liberty can take many forms, and let us 
remember that one form it could take is compulsory arbitration. 
“That would be a sorry day. Both management and labor 
abhor the thought. It would mean price fixing. It would be the 
antithesis of collective bargaining—all because an impatient 
public decided that management and labor should have done 
a better job of resolving their differences. 

“If we want to retain our liberties, both management and 
labor must do a better job in collective bargaining. To do this 
both of us will have to abandon what is left of the name calling 
and emotional approaches to our differences. We will have 
to develop more statesmen on both sides—men who will always 
think of the public interest at the same time that they try to do 
justice to the problems of their companies or their unions.” 

—HeERMAN W. STEINKRAUS, 
President and chairman of the board, 
Bridgeport Brass Company. 
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A Hard Luck Clover Leaf 
For Utilities 


If your town blossoms into highway intersection clover leaves, 

there will be changes in utility plant that take money, but it 

will not earn its keep. What will happen to downtown—and 

will you ever be able to build freeways as fast as Detroit 
builds cars? 


By JAMES H. COLLINS* 
[ may be time to look around and 


cast up the possibilities of your 

city eventually becoming a maze 
of freeways, clover leaves, and park- 
ing places, with “downtown” just a 
central point through which people 
pass from new centers twenty to forty 
miles out. 

Eventually meaning maybe ten 
years—five ? 

It looks as though downtown Los 
Angeles might come to that very soon 
—and in this town we like to think 
that we spearhead progress, that what 
we are today, other places will be 
tomorrow. 

When I first came here, I heard an 
Angeleno, back from a business trip, 
telling about the general backward- 
ness he found everywhere else. 

“Ed, I’ve found that Californians 
are sometimes disliked for their state 
loyalty?” I suggested. 

* Business editor and author, Hollywood, 
California. 
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“You're absolutely right,” Ed re- 
plied. “So when I go on a trip I look 
at everything they show me, and say 
nothing—but I think to myself, “You 
haven’t got a thing on Los Angeles.’” 

Well, that is the way we are; prob- 
ably I now talk the same way myself. 
But, really, something is happening 
here that rates study by utility people. 


|B prone turns out cars, and we buy 
them, and build freeways on 
which to drive them, and as fast as the 
freeways are opened they get chock-a- 
bumper, and more freeways are 
needed, and more money — gasoline 
tax funds. We try to keep up. Away 
in the future stretch long-range free- 
way programs. Some of the clover 
leaves, underpasses, approaches, over- 
passes, would not so long ago have 
been considered major highway con- 
struction projects, in engineering and 
money. 


These freeways demand many 
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changes in utility plant. Pipelines 
and conduits have to be lifted up while 
the freeways are built, and then put 
back. 

It takes money of the kind that 
utility money men hustle for in the 
money marts, and when they come 
back with a few millions, and put it 
into freeway relocation jobs, it earns 
nothing. Not one customer gets billed 
for one red cent more. This money 
goes out for pipe, cable, meters, engi- 
neering, and labor, and with us most 
of the work so far has been done in 
times when both materials and work 
have been critical. 

Freeways also move the customers 
away to new localities, where new 
utility plant must be built to serve 
them. 

Clover leaves are supposed to bring 
good luck, but these huge specimens, 
that grow up in reinforced concrete, 
bring definite hard luck to utilities, 
and to the merchants whose customers 
are moved away, and sometimes to the 
home owners who have to leave the 
old place, and to the enterprising citi- 
zens who are tempted into buying 
their former homes for a couple of 
hundred dollars, and moving them 
elsewhere, thinking to make some 
money. 


-_ date, one southern California 
utility company, Pacific Tele- 
phone, has spent nearly $2,000,000 
on about 200 “major moves” required 
by freeway construction. 

A major move is one that exceeds 
$1,500. Those where a couple of poles 
are relocated are not counted, but they 
are many, and they cost money too. 

At least 600 more major moves for 
the telephone company are blue- 


printed, and under way, to cost maybe 
$4,000,000 more. 

Telephone relocating is the most 
complicated and expensive, due to the 
nature of telephone plant, with its 
thousands of “pairs” to be cut and 
resoldered, kept straight, and pro- 
tected against moisture. 

Typical major move has been the 
relocation of phone lines through 
Cahuenga Pass. This is the main high- 
way out of town, to San Francisco. 
It has been tramped by Spanish 
soldiers and padres, and Yankee in- 
vaders, and re-echoed to the language 
used on mules, and now is considered 
to be one of the world’s most con- 
gested motor highways. 

For maybe fifty years telephone 
engineers have been putting down 
cables there, in ground considered 
solid, permanent, for the ages. Then, 
suddeinly—-freeways! 

Fifteen major cables had to be cut, 
hung up out of reach of bulldozers, 
then put back in 1,500 feet of new 
conduit. Four of these cables carried 
toll traffic to the north, including net- 
work radio. 

“Not one whisper of conversation 
was interrupted,” say the engineers. 

Downtown, there was a critical 
point where Main street crosses the 
Santa Ana freeway, where they really 
did a Rube Goldberg. An “aerial con- 
duit” was invented, to house a maze 
of cables overhead, while the freeway 
work went on, all tucked away in what 
the engineers call a “smog-proof” 
housing. 


TILL another interesting job was 
done where coaxial cables run 
from television studios to Mount Wil- 
son, to be beamed off over the city. 
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There was a large apartment house 
to be moved bodily—by house movers, 
of course. This was put on television 
for all to see. 

“We didn’t spill one wrestling 
match,” boast the engineers. 

As fast as freeway sections are 
finished, and the utility plant is back, 
the motorists drive on them, and race 
with their gasoline tax dollars. 

As a Christmas present in 1950, 
a 24-mile section of the Hollywood 
freeway was thrown open to traffic. 
It cut twenty minutes off the drive 
downtown, a real gift to the thousands 
of drivers who have to do it twice a 
day, 300 days in the year. 

Right off, there were 32,000 cars 
daily. In three months this grew to 
38,000, in another four months to 
44,000. Then another section was 
opened, and the first section carried 
70,000 cars. For Christmas, 1951, a 
third section was opened to connect 
with the Santa Ana freeway. The 
original section had an increase to 
91,000, and is now carrying more than 
100,000 cars a day. 

Detroit keeps turning cars off the 
assembly line, and we keep on buying 
them, and California highway off- 
cials try to plan for an unpredictable 
future. 

How big will be large enough? 


| Pyrogen got far behind in high- 
way construction during the war 
years, and acquired new population 
and industries. In 1946 the legislature 
made a statewide survey of highway 
needs, and Los Angeles was found to 
be the most congested area. A system 
of freeways was planned, totaling 
more than 600 miles, and covering the 
county like a net, with its center in 
the heart of the city. Some of these 
freeways are open, others are being 
carried to completion, and more are 
still in the blueprint stage, waiting on 
finances. 

About one-fourth of the mileage is 
included in the California highway 
system, and the remainder is under 
various local authorities, the counties 
and incorporated cities, with streets 
to build and maintain. 

Utility companies are paid half the 
cost of relocations under a state law, 
the Collier-Burns Act, which also pro- 
vides state funds to help local com- 
munities improve their highways. 

At Washington, identical bills have 
been introduced to give full Federal 
compensation for utility relocations on 
Federal-aid highways (S2585, House 
6697). 

This will help ease the relocation 
burden for utilities, but there are 
always bits and pieces that they have 


e 


huge specimens, that grow up in reinforced concrete, bring 


q “CLOVER leaves are supposed to bring good luck, but these 


definite hard luck to utilities, and to the merchants whose 
customers are moved away, and sometimes to the home 
owners who have to leave the old place, and to the enter- 
prising citizens who are tempted into buying their former 
homes for a couple of hundred dollars, and moving them 
elsewhere, thinking to make some money.” 
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to pay for, and somehow pass the 
costs along to their customers. 


eran costs are complicated, 
varying from mile to mile, and 
block to block, and running a race 
with real estate development. 

It takes about 212 average 50-foot 
lots for a mile of freeway that runs 
along existing streets, according to 
state highway officials. This makes 
no allowance for approaches, under- 
passes, OVerpasses. 

If adjoining streets have to be 
rearranged to accommodate local 
traffic, the land costs will be one- 
quarter to two-thirds more. 

If long blocks are traversed, and 
parallel frontage roads on each side 
have to be provided, costs of land will 
be still higher. 

And when improved property has 
to be condemned and cleared, in con- 
trast to vacant lots, multiply by up 
to ten. 

Construction costs apart from land 
costs are complicated, too. Some miles 
are straightaway road, others have 
clover leaves, underpasses, and over- 
passes on a half-dozen levels. 

If the project goes in from the out- 
side, and can be routed through un- 
improved neighborhoods, it will be 
more economical than where it is built 
from the center out. But building out 
will give quicker traffic relief, say 
engineers. 

Los Angeles has had a lot of luck 
in its past, just now being discovered, 
and its freeway costs will probably 
be under those of older cities. 

Fifty years ago, lots were sold miles 
and miles from the City Hall, and 
the town spread all over creation, 
diluted by vacant lots on all sides. 


Downtown structures were limited in 
height by city laws. Banks lending 
money on outlying business property 
discovered that upper stories seldom 
paid. So the place grew up to Pearl 
Harbor largely as a one-story town, 
full of great open spaces, and when 
freeways burst upon it, there was un- 
improved land in all directions, to be 
condemned and taken. Compensation 
has been liberal, but landowners have 
had no choice. 


| pew in the downtown area where 
the spider sits at the center of 
this huge web, there was ample land. 
For the original pueblo had been de- 
serted as the city spread out, and was a 
blighted area of shacks and slums. 
Various movements were started to 
bring it back, the most notable being 
the building of a rail terminal, for 
which railroads were virtually dra- 
gooned by public opinion. At the 
time, it was predicted that this would 
be the last big city rail terminal built 
in the United States.. That seems to 
have come true, in our day of motor- 
cars and planes. 

All efforts to put Humpty Dumpty 
back on the wall were unavailing, un- 
til the freeways came, and they have 
shown dramatically what the future 
of cities is to be in this age of rubber. 

The blighted pueblo area lies just 
outside the present shopping and office 
district, at the northeast corner, and 
was practically like a reservation set 
aside for an undiscernible future. 
Studies in other cities for clover-leaf 
centers will show whether they have 
grown with or without such luck. In 
Los Angeles it has simply happened 
that way, without ten cents worth of 
foresight. 
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Fast Growth of Los Angeles 


€¢ Jos ANGELEs is a town that never crept, but got up in babyhood and 

went places on rubber tires. It expects that tomorrow freeways 

will have to be bigger and bigger, with provisions for monorail, or heli- 

copters, or whatever may come in transportation. So it goes blithely 

ahead, and utilitywise has developed a scene shifter’s technique for 
making plant changes.” 





W'= happens to a downtown 
area, with its costly shopping 
and business facilities, when clover 
leaves grow, and the people who might 
be customers want only to find the 
right clover leaf from one freeway to 
another ? 

There have been gloomy predic- 
tions in Los Angeles, that the down- 
town district would depreciate, and 
ultimately be deserted. True, the shops 
have built branches far out, and many 
business concerns have moved to new 
areas. 

Present opinion is that the freeways 
will eventually enhance the value of 
downtown property, and investment 
bankers report after surveys that 
downtown Los Angeles property is 
still productive of revenue. 

The freeways will increase travel to 
the center from all directions, and re- 
lieve the congestion on downtown sur- 
face streets that has been discouraging 
travel. 

The center of Los Angeles, apart 
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from about thirty or forty blocks of 
office buildings and large retail stores, 
is well provided with property for 
parking projects, a new form of reve- 
nue that may be the salvation of 
blocks that were fast passing into 
blight. 


ANS new underground multilevel 
parking structure has lately been 
opened at Pershing square, the second 
plaza set aside years ago as business 
moved away from the original plaza, 
and renamed for General Pershing 
after the first World War—and how 
long ago it now seems! This was until 
lately a green park, with palms and 
bananas, well known to every traveler. 
While an honest effort has been made 
to restore the park, the general effect 
is—penthouse landscaping. 

Also, a municipal authority for 
parking development is advocated by 
the City Planning Commission, to 
undertake downtown parking enter- 
prises. One already projected would 














turn a whole central block into 
another Pershing square garage. 
Present estimates are that 8,000 park- 
ing spaces are needed, and this is sure 


to grow. 
| apse! city fellow has a sentimental 
feeling about the center of town, 
where everything started, be it new 
and still woolly as in the West, or 
steeped in memories back through the 
centuries. Once the pioneers walked 
out here and gossiped, then horsecars 
and trolleys widened the community, 
and then automobiles—and now free- 
ways. If a fellow has any perspective 
at all, he can still, by a sort of second 
sight, see the wide-breeched Dutch- 
men smoking their pipes and bowling 
in New York’s Bowling Green, and 
the patriots insulting King George 
III’s redcoats on Boston Common. 

So, be easy! With a good many 
changes that would astonish the fore- 
fathers, your town will still be a city 
downtown. 

But expect a lot of scene shifting. 

Even before Hollywood and movie 
sets, Los Angeles was a city of shifts 
and changes. Freeways have increased 
the tempo, but the people take it as 
a matter of course, are confident that 
it will all turn out well, and are even 
alert to making some money out of 
the turmoil. 

It has got so that if you have not 
driven through a given neighborhood 
the past two years, you find yourself 
in no man’s land. Old landmarks are 
gone, streets are torn up, earth-moving 
equipment is leveling hills and raising 
grades, isolated overpasses and under- 
passes are finished, waiting to be 
linked up, while a few blocks away 
thousands of autos are spinning over 
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completed freeway sections. Just as it 
all happened in Dickens’ time, with 
the coming of railroads, to be 
described in Dombey and Son. 


To independent grocer who has 
been holding his own against the 
chain stores, by personal attention to 
his customers, suddenly finds that they 
have all moved away. But before 
long they will be putting up apartment 
houses around him, and a new self- 
serve market will be built for him. 

Out in sparsely built up neighbor- 
hoods the vacant lots blossom with 
cottages, apartments, and _ stores, 
moved from freeway routes. 

And in the moving, many a shirt is 
lost ! 

Buying in at auction a 4-family 
apartment house for a couple of hun- 
dred dollars, and moving it to a new 
neighborhood, on land not too costly, 
looks like such a good speculation that 
many a citizen has been lured into 
attempting it, with little experience, or 
none at all. The moving is slickly 
done, by professionals. It costs a good 
deal of money. There are excavations 
on the lot, and zoning requirements, 
and sanitary regulations that perhaps 
call for complete new plumbing, and 
delays in getting tenants. 

If these temptations arise when 
freeways come to your city, leave 
them to seasoned operators. 

Unless like a good many people in 
Hollywood you are looking for losing 
ventures to lower your income taxes. 
For that purpose they are gilt-edge in- 
vestments—losses guaranteed. 


| ing ANGELES is a town that never 
crept, but got up in babyhood and 
went places on rubber tires. It expects 
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that tomorrow freeways will have to 
be bigger and bigger, with provisions 
for monorail, or helicopters, or what- 
ever may come in transportation. So 
it goes blithely ahead, and utilitywise 
has developed a scene shifter’s tech- 
nique for making plant changes. 

There is a substructure committee 
of the city of Los Angeles that special- 
izes in the underground operations 
necessary in utility and city plant. 
This is made up of representatives 
from city departments — water and 
power, traffic, engineering, street 
maintenance, police, sanitation, and 
so forth—plus transit, telephone, and 
gas companies, contractors’ and auto- 
mobile organizations, and state high- 
way Officials. 

Traffic is constantly growing, and 
increasing congestion in streets, and 
there is a sort of cycle, which begins 
when something has to be done about 
it, such as widening, which means 
changes in underground plant for the 
utilities and city services. Some day 
it will be possible to provide new 
streets, express highways, parking 
areas, self-sufficient neighborhoods. 
Meanwhile, the objective is to get as 
much relief as possible with least in- 
terference in traffic. 


XCAVATIONS and even manholes 
open for work are traffic inter- 
ferences as well as space required 
for compressors and materials, even 
workers’ cars. But it is possible to cut 
down interference so that motorists 
hardly notice anything out of the 
ordinary. 
One way is by timing substructure 
work. There are hours of the day, 
days of the week, and months, when 


traffic is either heavy or light. From 
7 to 9:30 a.m. and 4 to 6 p.m. Mon- 
days through Fridays is no time to 
carry on substructure work, if it can 
be avoided. Winter months bring the 
heaviest traffic, with a December peak. 

But from 9:30 to 4 o’clock week- 
days, and on Saturdays, Sundays, and 
holidays, it is possible to get work 
done and not be in the way. Provided 
overtime is figured—to use as little of 
it as possible. 

Publicity that informs motorists of 
what’s going on and sends them over 
other routes, is effective, and has been 
used for other purposes. As an ex- 
ample, when the Freedom Train 
visited Los Angeles, motorists were 
advised to use different routes driving 
to and from work, to allow better 
access to the train for those who 
wanted to see it. This definitely 
eased traffic congestion in a town 
where more than 90 per cent of the 
people drive to work. 


6 Bevo are many clever ways of 
skinning the cat in substructure 
work. An open manhole can be care- 
lessly barricaded and cut off one line 
of cars, or barricaded close in, and 
leave that line open. Dirt from a 
trench can be streamlined alongside, 
or hauled away until needed for refill. 

This all makes for better public re- 
lations as far as utility companies are 
concerned. 

Because, when the motorist is held 
up for half a minute by substructure 
work, it is always the utility company 
that is blamed! 

Detroit goes right on building them. 

And in Los Angeles this is what 
happens. ; 
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Exchange Calls 


And Gossip 


CWA Sets Up Defense Fund 


Committee 
HE 300,000-member CIO Com- 


munications Workers of America 
last month named a 7-member committee 
to draft rules for administering the 
union’s new defense fund, a war chest 
made up from per capita membership 
payments of 50 cents a month, over and 
above the normal international per capita 
of $1.50 a month. 

Collection of the specifically earmarked 
amounts began four months ago, and 
December additions to the fund pushed 
it over the half-million-dollar mark. It is 
expected to reach its ultimate $15,000,000 
in about eight years, 

Specific allocation of the 50 cents per 
member was authorized by the union’s 
1952 convention, meeting in Cleveland 
this past June. 

CWA says it is one of the very few 
unions having specifically earmarked de- 
fense funds to be used only in case of 
strike. 

Preliminary rules—to be refined and 
detailed by the committee appointed on 
December 8th — provide that the 700 
locals of CWA carry a small advance, 
varying with the size of the local, the 
bulk of the money being held in a com- 
mon fund at the international level. 

Collections of 50 cents per member 
per month go into the fund until the 
portion held at the international level 
reaches a total of $50 a member. Collec- 
tions then stop until the fund balance 
drops to $40 a member, when the 50 
cents per capita is resumed. 

Expenditures from the portion of the 
fund held at the international] level may 
be made only with approval of the inter- 





national executive board and then only 
in accordance with rules governing the 
fund and approved by the union’s 
convention. 


TRIKE approval granted to a local by 
the executive board is automatic 
approval for expenditure of the local ad- 
vance, in accordance with rules govern- 
ing the fund. 

When these rules have been followed, 
the money spent by the local is replaced 
by an equal amount from that portion 
of the fund held at the international level. 

Collections for defense fund purposes 
are in addition to CWA’s regular $1.50 
per month international per capita, Total 
membership dues in the union vary from 
local to local but average about $3 a 
month, including the international per 
capita and the defense fund payment. 

CWA President Joseph A. Beirne, 
Washington, D. C., said the committee 
will report to CWA’s 1953 convention 
next June. 

“Establishment of the defense fund 
came from a realization that no union 
can survive unhurt in a show of economic 
strength without adequate finances,” he 
said. “Under one name or another, a war 
chest is an absolute must.” 


> 


Pennsylvania Bell Wins 
Rate Increase 


HE Pennsylvania Public Utility 

Commission approved last month a 
$21,227,000 rate increase for Pennsyl- 
vania Bell Telephone Company in the 
biggest rate case ever to come before it. 
In granting the boost, however, the com- 
mission slashed $11,782,000 from the 


JAN. 1, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


$33,009,000 that the company had re- 
quested. The cuts made by the commis- 
sion reflected in part a number of com- 
plaints against the higher rates, including 
one filed by the city of Pittsburgh. 

The new increase is on top of one for 
$18,000,000 a year which the commission 
granted the company in 1949. The com- 
mission ordered the company to revise 
statewide local exchange rates so that the 
increase will apply to regular monthly 
bills of 2,100,000 residence and business 
telephone users. The home increase will 
average around 32 cents a month, com- 
pared to 50 cents, which would have been 
the case if the entire raise asked by Bell 
had been allowed. The business increase 
will run proportionately less than the 50 
cents to $2 a month which the company 
sought. 


HE company contended it was en- 
titled to $33,000,000 more to meet in- 
flated costs and continue a big construc- 
tion program. The commission held that 
this would be excessive, but admitted 
that the rates which have been in effect 
did not yield a “fair return” on the “fair 
value” of the company’s property. The 
company claimed that the “fair value” 
of its plant was $653,000,000, but the 
commission scaled this down to $528,- 
000,000 based upon an original cost of 
$455,346,000 and the cost of reproducing 
the property at average prices for one 
through five periods, as follows: one 
year, ended June 30, 1951, $611,433,700; 
two years, $618,459,000; three years, 
$601,158,000; four years, $592,233,000 ; 
five years, $582,624,000. The last four 
periods were up to June 30th of this year. 
All of the company’s measures of value 
were above those of the commission, the 
highest running about $50,000,000 more 
than the commission’s figure. In filing 
its rate request, the company told the 
commission it intends to spend $80,800,- 
000 for new equipment this year and 
that its construction program through 
1954 calls for an outlay of $247,000,000. 
D. D. Gillen, president of Pennsylvania 
Bell, said the increase was “not enough.” 
He said taxes will take more than half 
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the increase and that an additional $500,- 
000 a month—after taxes— is necessary 
“to continue to provide facilities to meet 
public requirements.” 


¥ 


Maryland Court Denies 
Additional Rate Boost 


LTHOUGH the Maryland Court of 
Appeals approved an increase in 
pay station phone charges granted the 
Chesapeake & Potomac Telephone Com- 
pany, it also upheld a public service 
commission order denying the company 
any further increases. The court said 
the commission might have allowed the 
telephone company a better rate of re- 
turn on its investment, but the situation 
had been studied thoroughly by the com- 
mission and its decision should stand. 
The ruling means a boost of $452,000 a 
year in net profits for the telephone com- 
pany which had asked for an additional 
$2,300,000. This would have raised most 
home and business bills about 10 per 
cent. 

The court approved the commission’s 
evaluation of company property, on 
which its charges are based, to guarantee 
“reasonable” income. The commission 
approved a return of 5} to 6 per cent on 
an investment fixed at $118,279,156 as of 
a year ago. Profits, therefore, should 
range from $6,900,000 to $7,100,000, the 
commission calculated. The 10-cent 
charge for coin boxes puts the company 
on that level. 

The court’s unanimous opinion threw 
out a ruling by a lower court which found 
no reason for doubling the pay phone 
charge and directed the commission to 
reconsider its calculations of company 
value. But while the lower court held 
that the commission might even have 
ordered a cut in telephone bills, the high 
court commented : 


There was evidence in the case from 
which the commission could have 
found that a higher rate was justified. 
The rate fixed, 5.77 per cent, is one 
of the lowest in the nation. 


At the heart of the company’s appeal, 














EXCHANGE CALLS AND GOSSIP 


the court said, was its charge that the 
commission failed to allow enough for 
costs of reproduction in determining 
what it was worth. Company attorneys 
had insisted its value was at least 
$140,440,000. 
¢¢ [‘stirmaTEs of reproduction cost are 
conjectural at best, not merely 
because they rest on opinion, but for the 
obvious reason that probably no plant 
would ever be reproduced in its present 
form,” the high court said, adding that 
it was “indisputable that the commission 
did give weight to the estimates of re- 
production cost, to the extent of over 
$3,000,000 above the company’s original 
cost.” Any error in commission judg- 
ment, the court held, would not neces- 
sarily “be fata] to the company.” If the 
rates prove too low, the company can 
turn immediately to the utility commis- 
sion or to the courts. 

In rejecting the 10-cent coin box 
charge, the lower court had criticized the 
company’s financial arrangement, which 
the court charged was set up to benefit 
the company’s parent, American Tele- 
phone and Telegraph Company, through 
lower taxes on dividends, and hurt cus- 
tomers through higher taxes on income, 
which they ultimately pay. The court of 
appeals observed that the commission 
had conceded fiscal policy was something 
for management to decide. But it also 
recognized tax savings possible if a share 
of its investment consisted of securities, 
since interest on bonds may be deducted 
for taxes. 

* 


Indiana Co-op Faces Court 
Fight 


HE sale of 13 independent telephone 

exchanges in northwestern Indiana 
to a federally financed co-operative has 
been approved by the Indiana Public 
Service Commission. The deal, however, 
is expected to be challenged in the state 
courts. The commission voted 2 to 1 to 
permit Hoosier Telephone Co-operative 
to purchase a portion of the telephone 
properties which formed a part of the 
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John T. Detchon estate. In a strongly 
worded dissenting opinion, Wallace 
Weatherholt, the sole Republican mem- 
ber of the commission, challenged the 
legal, technical, and financial status of 
the co-operative. 


HE commission majority contended 

that the Hoosier co-operative was 
not really a co-operative at all, because it 
was organized under the 1935 Indiana 
Not-for-Profit Corporation Act and not 
the 1951 State Rural Telephone Co- 
operative Act. In a press statement, the 
two commissioners explained that their 
order “froze” the $290,000 to be provided 
by ten Indiana rural electrification 
corporations as equity capital. In addi- 
tion, they said “the feasibility of the 
furnishing of capital by the Rural Elec- 
trification Administration for rehabilita- 
tion of the properties was not a question 
for the public service commission but 
solely a question for the REA Adminis- 
trator.” REA has agreed to lend the 
co-op $6,618,000 to buy and improve the 
13 exchanges. 

Weatherholt questioned why the word 
“co-operative” was in the organization’s 
name if it was not one, and also declared 
that evidence indicated it was not prop- 
erly organized under the 1951 statute. 
During hearings on Hoosier’s petition 
for permission to purchase the proper- 
ties, it was testified that the Not-for- 
Profit Law was followed to circumvent 
the 1951 act’s requirement that telephone 
co-operatives be excluded from com- 
munities of over 1,500 persons and that 
only co-op members be given service. 
Furthermore, REMC’s have no authority 
to make such an investment, except to 
other REMC’s, the minority commission 
member asserted. 

Evidence that Hoosier’s net income 
will be approximately $74,000 a year 
short of the amount necessary to repay 
the amount due on the 35-year, 2 per 
cent REA loan was reiterated by 
Weatherholt. He rapped the “inexperi- 
ence” of the co-op’s leadership and ex- 
pressed the view that a private telephone 
company can and will do a better job. 
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Holding Company Integration 
Programs 


NLY a small number of important 

holding companies now remain to 
be dissolved or integrated, and rapid 
progress is being made toward comple- 
tion of the entire program which has 
been under way for some seventeen 
years. 

Standard Gas & Electric Company, 
which, next to the old Associated Gas 
& Electric System, probably had the 
most complicated 1929 setup of any ma- 
jor holding company, is now rapidly “on 
its way out.” The final compromise plan 
was, for convenience, broken down into 
three major steps, and Step I became 
effective December 1st when holders of 
the $6 and $7 prior preference stocks 
received packages of common stocks of 
three subsidiaries. Each share of the $7 
stock (with arrears) received 4.7 shares 
of Wisconsin Public Service, 2.9 shares 
of Oklahoma Gas & Electric, and 2.1 
shares of Duquesne Light; while the $6 
preferred received 4.4, 2.6, and 18 
shares of the same stocks. 

Under Step II, on which hearings be- 
fore the SEC have recently been con- 
cluded, each share of $4 preferred (with 
arrears) will receive four shares of 
Duquesne Light, probably late in March, 
1953. Step III will be the distribution 
to the common stock, which is expected 
to be completed before July Ist of 1953. 

Details of this step have not been 
entirely clarified as yet, but it seems 
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Financial News 
and Comment 


By OWEN ELY 


probable that miscellaneous assets of 
Standard will be turned over to Phila- 
delphia Company in exchange for addi- 
tional shares of that company; then 
Standard will distribute its remaining 
asset, the Philadeiphia shares, to its com- 
mon stockholders in dissolution. 


T seems probable that Philadelphia 
Company, the subholding company, 
will remain alive for some time because 
of tax questions and final liquidation 
problems. The company recently dis- 
tributed one-fifth share of Duquesne 
Light to each share of its own common 
stock (about 96 per cent of the stock is 
held by Standard Gas, 4 per cent by the 
public). This enabled Standard Gas to 
include Duquesne shares in the packages 
given to its prior preference stockhold- 
ers. In the program of retiring its own 
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FINANCIAL NEWS AND COMMENT 


preferred stocks, Philadelphia Company 
has incurred a bank loan of about 
$11,000,000 (recently reduced from $16,- 
000,000) and it may prove necessary 
to liquidate a small part of the remain- 
ing Duquesne stockholdings to dispose 
of this debt. Philadelphia Company’s 
only other tangible asset of much im- 
portance is its 51 per cent equity interest 
in Pittsburgh Railways, worth about 
$5,000,000. 

It has been estimated that eventual 
liquidation of Philadelphia Company will 
result in a distribution per share of 
Standard Gas common stock of about 
one-half share of Duquesne common, 
plus whatever values are realized through 
Pittsburgh Railways and the final settle- 
ment of important tax loss claims to be 
worked out with the Bureau of Internal 
Revenue. 

The Philadelphia Company claims 
large losses realized as a result of the 
reorganization of Pittsburgh Railways 
about two years ago, and these losses 
may be used as an offset against accrued 
income tax liabilities (over a period of 
years) of Duquesne Light and other sub- 
sidiaries which participated in consoli- 
dated tax returns. 


1 eages Power & LicHT CorPora- 
TION, top holding company in the 
Standard Gas system, has not as yet de- 


veloped a definite program. However, in - 


September, President Loeb announced 
that directors had authorized a program 
to retire the $7 preferred stock at the call 
price and arrears ($212.31). Until fur- 
ther tax and other studies are completed, 
the method and timing of the retirement 
of the shares has not yet been deter- 
mined, 

However, it is expected that stock- 
holders will receive either cash or a 
package of subsidiary stocks of equiva- 
lent value (which some might prefer for 
tax purposes). The company will prob- 
ably be transformed into an investment 
company, since this would permit it to 
take advantage of heavy tax losses now 
on the books. 

The North American Company plan 
has now been declared operative by a 
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Federal court and will become effective 
January 20th, on which date one-tenth 
share of Union Electric will be dis- 
tributed to each share of North Ameri- 
can held as of record December 22nd. A 
similar distribution will be made about 
twelve months later, and within twenty- 
five months after the effective date a full 
share will be distributed upon surrender 
of each share of North American—thus 
making a total exchange of 1.2 shares of 
Union for each share of North American. 

Hearings have been held during De- 
cember on the amended plan of New 
England Public Service Company, said 
to reflect a general compromise agree- 
ment among various security groups. 
Each share of $7 preferred will receive 
6 shares of Central Maine Power, 2.8 
shares of Public Service of New Hamp- 
shire, and 1.3 shares of Central Vermont 
Public Service. Each share of $6 pre- 
ferred will receive 5.25 shares of Central 
Maine, 2.45 shares of Public Service of 
New Hampshire, and 1.15 shares of 
Central Vermont. Each share of com- 
mon stock will receive .19 share of Cen- 
tral Maine, .09 share of New Hamp- 
shire, and .04 share of Central Vermont. 
Any assets remaining after payment of 
debts will be distributed *o the commen. 


wo new plans for the reorganiza- 
tion of International H ydro-Electric 
Company, both submitted by class A 
stock interests, were filed with the SEC 
in September, adding to the long list of 
plans previously submitted over the 
years. Both plans propose to keep the 
company alive as an investment com- 
pany, presumably to take advantage of 
the substantial tax loss on the holdings 
of New England Electric System stock. 
In order to do this the company would 
sell its Eastern New York Power prop- 
erties (bids for which already are being 
considered), pay off a $6,700,000 bank 
debt, and retire the preferred stock with 
its arrears. In order to conform to the 
Holding Company Act, it might be neces- 
sary to further reduce holdings of Gati- 
neau Power and New England Electric. 
The two plans disagree on details of 
carrying out this program. 
JAN. 1, 1953 
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FINANCIAL NEWS AND COMMENT 


The NARUC Report on 
Depreciation 


HE committee on depreciation of 

the National Association of Railroad 
and Utilities Commissioners recently 
submitted a 49-page report on deprecia- 
tion containing many valuable tables. The 
committee’s conclusions are summarized 
as follows: 

About 90 per cent ©. all class A and B 
privately owned electric utilities are now 
employing the straight-line depreciation 
method, compared with only 15 per cent 
in 1937 (prior to which year the retire- 
ment reserve method was _ generally 
used). Six per cent now use the interest 
method and 2 per cent the revenue meth- 
od, while 3 per cent continue to employ 
retirement reserves. 

The average accrual rate for the indus- 
try increased from 2.3 per cent in 1937 
to 2.8 per cent in 1944, since which time 
it has declined to 2.6 per cent. These 
rates were based on the average plant 
for each year, in order to minimize the 
distortion from recent large additions to 
plant. It seems probable that the reduc- 
tion in the composite accrual rate from 
2.8 per cent in 1944 to the 2.6 per cent 
effective in the past three years may re- 
sult from longer life estimates applicable 
to new facilities recently added, in com- 
parison with the rates applied to the older 
facilities which composed a large propor- 
tion of aggregate plant in 1944. 

The ratio of reserve to original cost of 
plant in service increased from 16.8 per 
cent at the end of 1936 to 25.4 per cent 
at the end of 1947, but has subsequently 
dropped to 21.8 per cent at the end of 
1951. However, the average age of plant 
has decreased during the past five years 
due to the large construction program, 
so that taken in relation to the average 
age of plant, the committee thinks that 
the present reserve may actually be more 
adequate than the 1947 reserve. 


She the entire period 1937-1951, 
original cost of plant about doubled, 
the increase approximating $10 billion ; 
during this period the reserve increased 
$2.6 billion, a gain of 160 per cent con- 


trasted with the 100 per cent gain in plant 
cost. The present national over-all de- 
preciation accrual rate of 2.63 per cent 
corresponds approximately to an average 
service life of thirty-eight to forty years. 
Schedule 6 attached to the committee re- 
port shows that 25 per cent of all plant 
in service at the end of 1936 had been 
retired by the end of 1951. Thus, the com- 
mittee feels that retirements during the 
15-year period would not seem to con- 
flict with the service life estimates on 
which the industry’s depreciation rates 
are based. However, the fact that only 
10 per cent of the production plant in 
service at the end of 1936 has subsequent- 
ly been retired “suggests that possibly a 
significant proportion of obsolescent gen- 
erating facilities remain in service. Re- 
tirement of such facilities, of course, 
would tend to modify to some extent the 
trend of continuing, rapid increases in 
reserves experienced over the recent past 
and indicated by the above discussion 
as probable for the next several years.” 

The committee’s statistics ended with 
the calendar year 1951 at which time the 
reserve ratio was 21.8 per cent. As of 
September 30, 1952, the ratio had 
dropped to 20.3 per cent. Plant account 
had increased during the twelve months’ 
period by 10.2 per cent, while the re- 
serve increased only 8.3 per cent. 


T may be questioned whether the com- 
mittee’s 15-year trend comparisons 
are entirely valid. Depreciation reserves 
were very inadequate during the 1920’s 
and it was only during the 1930’s that 
substantial progress was made in mak- 
ing the reserves more adequate. The re- 
serve ratio naturally continued to rise 
during the wartime period when both ad- 
ditions and retirements were abnormally 
low. Beginning in 1947 both additions 
and retirements have increased sharply, 
so that the ratio has declined. This down- 
trend appears likely to continue until the 
present heavy construction period is over, 
presumably around 1955. 
The decrease in the ratio now seems to 
be accelerating, since it has dropped 1.5 
points in nine months compared with only 
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4 per cent in the calendar year 1951. 
This may be due to the fact that some 
companies now find that they have a more 
adequate reserve capacity and hence are 
retiring obsolete plants at a more rapid 
rate. If this continues the reserve might 
drop to around 17-18 per cent by 1955— 
almost back to the 1936 level. 


iy would be interesting to know the ap- 
proximate value of the obsolete equip- 
ment (especially generating equipment) 
which remains in the rate base and which 
may be retired over the next few years. 
This would permit more accurate con- 
clusions to be drawn regarding the ex- 
tent of a possible further decrease in the 
reserve ratio. 

The decline in the reserve seems 


. 


dangerous because of the inflationary 
factor in replacement cost, which should 
call for a higher rather than a lower re- 
serve ratio. It is possible that the utilities 
are too complacent about their declining 
reserves because of the fact that this per- 
mits them to retain a higher rate base 
and hence a better theoretical earning 
power. This, however, would be a short- 
sighted point of view since one of the 
cardinal duties of management is to pro- 
tect the investment and the interests of 
future stockholders, The electric utilities 
may have a new kind of obsolescence to 
cope with in the next ten or fifteen years, 
when the development of atomic power 
may make their fuel-burning facilities 
obsolete. 

However, it is important for utility 


PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS 
UTILITY SECURITIES 
October and November, 1952 


Under- 
Amount Priceto writing Offering Moody 
Date Miil. Description Public Spread Yield Rating 
Mortgage Bonds & Debentures 
10/2 $30.0 Wash. Water Power Ist 34s 1982...... 101.87 65 3.40% <A 
10/9 ~— 60. United Gas Deb. S.F. 48s 1972 ....... 102.35 1.20 4.20 Baa 
10/16 7.0 Calif. Oregon Power Ist 38s 1982 ..... 101.75 62 3.53 A 
10/16 10.0 Utah Power & Light Ist 34s 1982 ..... 100.74 60 3.46 A 
10/22 20.0 Carolina P. & L. Ist 34s 1982 ......... 101.31 61 3.43 A 
10/23 20.0 Va. Elec. & Pow. Ist 34s 1982 ........ 101.54 58 3.17 Aa 
10/30 6.4 Equitable Gas Deb. S.F. 3s 1970 ..... 94.64 17 3.81 Baa 
11/19 20.0 Long Island Light. Ist 38s 1982 ...... 101 69 3.32 A 
11/25 10.0 Gulf States Utilities Ist 34s 1982 ...... 100.75 58 3.09 Aa 
Preferred Stocks 
11/26 $35.8 Commonwealth Edison $1.40 Conv. 
ko 5 eee 31 50 4.52 
Earnings- 
Price 
Common Stock—Subscription Rights Ratio 
1/8 $06 Sierra Pacific Power ......00ccccess. 23 na 6.95% 80% 
11/20 18.7 Peoples Gas Light & Coke ........... 100 * 6.00 8.6 
11/25 242 Clev. Elec. Illuminating .............. 43.25 * 6.01 7.8 
11/28 14 Western Light & Telephone ......... 22 na 7.27 8.9 
Common Stocks—Other New Money Sales 
ee OE snr itcencesascccccccaes 40.50 1.04 444% 68% 
10/8 3.4 California Electric Power ........... 9.75 .28 6.15 7.6 
10/8 6.6 California Oregon Power ............ 26.35 1.15 6.06 6.3 
11/21 eer 29.75 53 5.04 6.8 


na—Not available. 
*—Not underwritten. 
**—One hundred seventy thousand shares were also sold (as part of the offering) by the 
holding company, Philadelphia Company. 
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managements to bear in mind that the 
depreciation reserve is only one factor in 
protecting the capital investment. 


* 
Helping Odd-lot Holders 


Sue of the electric utility holding com- 
panies have a large number of small 
stockholders, due to the shrinkage of 
predecessor companies, stock distribu- 
tions by other holding companies, etc. 
Hence General Public Utilities and 
Niagara Mohawk Power have arranged 
facilities to permit holders of odd lots of 
their common stocks to sell their hold- 
ings, without incurring the usual mini- 
mum brokerage commissions and transfer 
taxes, which are fairly heavy in relation 
to the value of small lots. 

General Public Utilities Corporation 
several months ago advised stockholders 
that the company would arrange for pur- 
chase of additional shares of common 
stock (without brokerage cost) in order 
to round out holdings to 10 shares or to 
the nearest multiple of 10 shares. Thus 
a stockholder having 7 shares could pur- 
chase 3 additional, or a holder of 81 shares 
could round out to 90. The company it- 
self is handling this business, by arrange- 
ment with New York Stock Exchange 
firms. GPU will also take care of sales in 
the amount of 9 shares or less, in the 
same manner. 


* 


Consumers Power—Accelerated 
Amortization 


W. Kvusere, controller of Consum- 

e ers Power Company, has called our 
attention to the fact that we misconstrued 
a footnote in one of the company’s recent 
earnings statements. In the November 
6th issue of the ForTNIGHTLY, page 730, 
it was stated with reference to tax savings 
resulting from accelerated amortization : 


II. The saving may be placed in a 
special reserve, as done by Consumers 
Power Company. But interim state- 
ments of the latter company merely 
refer in a footnote to the order of the 
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Michigan Public Service Commission, 
without indicating what is done with 
the saving; a more detailed explana- 
tion would seem worth while. 


The footnote referred to did not have 
reference to accelerated amortization but 
to a 1951 order of the Michigan Public 
Service Commission regarding other re- 
adjustments of depreciation rates and in- 
come taxes, etc. Mr. Kluberg further 
stated : 


With respect to amortization of 
emergency facilities, no entries had 
been recorded on the books of the com- 
pany until September 30, 1952. Inas- 
much as the interim statements are 
highly condensed and the tax reduc- 
tions were insignificant, together with 
the fact that the accounting prescribed 
by the Michigan Public Service Com- 
mission does not result in distorting 
net income, we have not given detailed 
explanations of the method of handling 
amortization of emergency facilities. It 
is, however, our intention that in con- 
nection with our annual report to 
stockholders, where the amounts will 
be relatively more significant, to give 
a full and complete explanation in the 
form of a footnote. 


E note that in a subsequent printed 

letter to stockholders, dated No- 
vember 20th, the company made the fol- 
lowing statement : 


Because our large capita] expendi- 
tures during the last two years have 
been brought about to a considerable 
degree by projects for the national de- 
fense, we have had certain of our facili- 
ties certified for accelerated amortiza- 
tion at the rate of 20 per cent a year 
under § 124A of the Federal] Internal 
Revenue Code. This temporarily re- 
duces Federal income taxes over a 5- 
year period and enables the company 
to retain cash which otherwise would 
be going for taxes during this critical 
period. 

So that no distortion of earnings will 
result, the Michigan Public Service 
Commission has authorized the com- 
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pany to defer the effect of such tem- 
porary tax reductions, In the accom- 
panying earnings statement, operating 
expense has been charged with $107,- 
000 which is equivalent to the tax de- 
ferment to date, and an equivalent 
amount has been credited to appropri- 


ze 


ated surplus, which surplus is not avail- 
able for dividends. During the period 
of rapid amortization, such treatment 
will be continued. Upon completion, 
the appropriated surplus will be amor- 
tized back into earnings substantially 
over the remaining useful life. . . . 


CURRENT ELECTRIC UTILITY STATISTICS AND RATIOS 
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Per Cent Increase 


Latest Latest Latest Latest 
Unit Month 12Mos. Month 12 Mos. 
Operating Statistics (September) 
Output KWH—Total ............ Bill. KWH 33.4 391.6 10% 8% 
Hydro-generated .. ri 7.4 — 2 a= 
Steam-generated .. = 26.0 — 12 a 
DED ccccccensnedivecuntebenee Mill. KW 78.8 — <= 6 
Peak Load (August) ............. “ 66.9 — 8 — 
2 eee Mill. Tons 8.8 — 3 os 
BN wu via maa reucu mits Mill. MCF 97.4 — 26 —_— 
CE ikdsiks cone ciaens Mill. bbls. 6.0 — 19 _— 
Ge IE : cca sckwshdsessecncsexes Mill. tons 43.1 — 13 — 
Customers, Sales, Revenues, and Plant (September) 
KWH Sales—Residential ......... Bill. KWH 5.0 62 12 13 
Commercial ........ wi 44 48 9 9 
SS | re - 12.3 138 9 5 
Total, Incl. Misc. .. _ 28.5 327 9 6 
Customers—Residential ........... Mill 30.8 — 4 — 
Commercial ......605 cs 44 — 2 _— 
eer ° ms — 3 — 
EE enkaecmasceiees ” 38.0 — 3 —_— 
Income Account—Summary (September) 
Revenues—k «sidential ............ Mill. $ 147 1,775 11 11 
Commercial ........... _ 115 1,288 9 8 
OS eee . 137 1,539 9 6 
Total, Incl. Misc. Sales . ‘ 440 5,062 9 8 
Sales to Other Utilities . = 36 409 9 4 
Misc. Income .......... - 12 219 21 9 
Expenditures—Fuel .............. ‘i 80 9 6 
See ™ 90 1,057 11 8 
Misc. Expenses .... 73 826 12 2 
Depreciation ....... “ 43 495 7 7 
ae pe 102 1,204 D2 10 
CO errr = 27 303 12 10 
Amortization, etc. .. = — 14 — D41 
Net Income ....... - 73 904 24 13 
Pref. Div. (Est.) .. 2 11 126 11 8 
Bal. for Common 
Stock (Est.) .... 7 62 778 29 15 
Com. Div. (Est.) .. - 49 567 10 8 
Bal. to Sur. (Est.) . ” 13 211 _ 95 
Electric Utility Plant (September) x 22,127 — 10 -- 
Reserve for Depreciation and Amort. = 4,502 — 8 —_ 
Net Electric Utility Plant ........ “a 17,625 — 11 _ 
Life Insurance Investments (January Ist-November 29th) 
ED cel waahek auunaus auto > —- 745 — 18 
IE okdcndeeiknssecsa ies ~~ 65 — 12 
| ee eee - -- 810 — 18 
% of All Investments ............ = -- 9% a 24 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


12/11/52 Divi- 


Pipelines 

Mississippi River Fuel ... 
Southern Natural Gas ... 
Tenn. Gas Trans. ....... 
Texas East. Trans. ...... 
Texas Gee Trees. .....< 
Transcontinental Gas .... 


PEE 0000666 


Integrated Companies 


American Natural Gas .. 
Columbia Gas System . 

Commonwealth Gas ..... 
Consol. Gas Util. ........ 
Consol. Nat. Gas ........ 
El Paso Nat. Gas ....... 
Equitable Gas .......... 
Interstate Nat. Gas ...... 
ee a 
National Fuel Gas ...... 
Northern Nat. Gas ...... 
Oklahoma Nat. Gas .... 
Pacific Pub. Serv. ...... 
Panhandle East. P. L. ... 
Peoples Gas Lt. & Coke .. 
Southern Union Gas .... 
United Gas Corp. ...... 


TI oo xse0xds 


Retail Distributors 


Atlanta Gas Light ...... 
Brooklyn Union Gas .... 
Central Electric & Gas .. 
Consumers Gas ......... 
NO aaa 
Houston Natural Gas ... 
Indiana Gas & Water .... 
Jacksonville Gas ........ 
Kings County Lighting .. 
re i aoa 
Midsouth Gas .......... 
Minneapolis Gas ........ 
Mobile Gas Service ..... 
New Haven Gas Light .. 


New Jersey Natural Gas 


North Shore Gas ........ 
Pacific Lighting ......... 
Portland Gas & Coke .... 
Rio Grande Valley Gas .. 
ares 
South Jersey Gas ....... 
Springfield Gas Light ... 
United Gas Improvement . 
Washington Gas Light ... 
West Ohio Gas ......... 


AVOTRGOB 6 0000060 


Canadian 
International Utilities ... 








Share Earnings* 
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Sept. 
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Sept. 


Sept. 
Sept. 


Dec. 
July 


Sept. 
Sept. 
Sept. 
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Sept. 
Sept. 
Sept. 
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Sept. 
Sept. 
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Sept. 


Sept. 
Sept. 


Sept. 
Sept. 


Mar. 


Sept. 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 


—— Share Earnings* 





1951 12/11/52 Divi- Cur- Price- Div. 
Rev. Price dend Approx. rent % In- 12Mos. Earn. Pay- 
(Mill.) About Rate Yield Period crease Ended Ratio out 


Communications Companies 
Bell System 








$3,369 S Am. Tel. & Tel. (Cons.) 159 $9.00 5.7% $11.40** D8% Aug. 13.9 79% 
28 O Cinn. & Sub. Bell Tel... 72 450 63 4.56 Di Dec. 15.8 99 
106 C Mountain StatesT.&T. 105 600 5.7 6.32 34 Sept. 166 95 
203 C New England Tel.& Tel. 112 8.00 7.1 6.96 D29 Sept. 16.1 115 
478 S Pacific Tel. & Tel..... 115 7.00 6.1 8.07** D5 Aug. 143 87 
62 O So. New England Tel.. 34 180 5.3 188 Dil Dec. 18.1 9%6 
Averages ........ 6.0% 15.8 
Independents 
9 O Central Telephone ..... 13 $.80 61% $1.35 24% Sept. 96 59% 
85 S General Telephone .... 35 2.00 5.7 2.92 39 Oct. 12.0 68 
11 C Peninsular Telephone... 46 2.50 5.4 3.50 D7 Sept. 13.1 71 
13 O Rochester Telephone .. 14 80 5.7 1.45 2 June 9.7 55 
Averages ........ 5.7% 11.1 
Transit Companies 
14 O Cincinnati Street Ry... 10 $ .75 7.5% $ .32 68% Dec. — 94% 
9 O Dallas Ry. & Terminal 14 1.40 10.0 2.46 40 Dec. 5.7 57 
227 S Greyhound Corp. ...... 12 ‘1.00 8.3 1.26 6 Sept. 9.6 80 
22 O Los Angeles Transit... 10 1.00 100 70 55 Dec. 143 63 
31 S National City Lines ... 14 1.00 7.1 1.91 _ Dec. 7.3 52 
73 O Philadelphia Trans. ... 5 80 16.0 Def. — x _-_ — 
7 O Rochester Transit ..... 4 = -- 1.12 — De. 3.6 — 
26 O St. Louis P.S. A.... 13 140 108 35 D115 Dec. — 286 
4 O Syracuse Transit ..... 18 2.00 11.1 1.75 D40 Dec. 10.3 116 
24 O United Transit ....... 2 — — 62 29 Oct. —_-_ — 
Averages ........ 8.1% 8.5 
Water Companies 
Holding Companies 
26 American Water Works 9 $.50 5.6% $ 65 D28% Sept. 138 77% 
4 O New York Water Serv. 80 1.8 1.98 3 ept. 22.2 
Operating Companies 
3 O Bridgeport Hydraulic . 30 $160 5.3% $1.74 20% Dec. 17.3 92% 
: 8 O Calif. Water Service .. 32 2.00 6.3 2.60 50 Oct. 12.3 77 
2 O Elizabethtown Water.. 91 5.00 5.5 5.74 DI18 Dec. 15.9 .87 
6 S Hackensack Water .... 33 1.70 5.2 2.56 D6 Dec. 12.9 66 
3 O Jamaica Water Supply. 30 1.50 5.0 3.01 35 Sept. 10.0 50 
3 O New Haven Water... 53 3.00 5.7 2.91 D10 Dec. 18.2 103 
1 O Ohio Water Service... 22 1.50 6.8 1.76 D9 Sept. 12.5 85 
5 O Phila. & Sub. Water... 52 1.00 1.9 4.69 61 Dec. 11.1 21 
1 O Plainfield Union Water 54 3.00 5.6 4.09 D2 Dec. 13.2 73 
2 O San Jose Water ...... 34 +=2.00 5.9 2.66 11 Oct. 128 75 
6 O Scranton-Springbrook . 14 90 8664 1.20 20 June 11.7 75 
3 O Southern Calif. Water. 10 65 6.5 65 D32 Sept. 15.4 100 
3 O West Va. Water Service 30 1.20 4.0 1.28 D2 Sept. — 9%4 
Averages ........ 5.4% 13.6 


C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Decrease. *Earnings are calculated on present number of shares outstanding, 
except as otherwise indicated. **On average shares outstanding. NC—Not comparable. x— 
Deficit in the nine months ended September 30th. a—President of company estimates earnings 
for the year ended September 30, 1953, at $1.52 a share. {Pro forma. 
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order to bring the nation’s industrial 
talents to bear on atomic energy de- 
velopment, T. Keith Glennan, former 
member of the Atomic Energy Commis- 
sion and head of Case Institute of Tech- 
nology, has proposed that a national as- 
sociation of atomic industries be formed 
to work closely with AEC, the Joint Con- 
gressional Committee on Atomic Energy, 
and other appropriate government agen- 
cies. 

Addressing the semiannual meeting of 
the Manufacturing Chemists’ Association 
at the Hotel Statler last month in New 
York city, Dr. Glennan said the proposed 
organization should be established volun- 
tarily and without governmental urging 
or subsidy by those industrial concerns 
that are today actively engaged in atomic 
research, development, and operations. 

“T would propose that the broad aim 
and purpose of the association be to fos- 
ter and encourage—subject, of course, to 
the requirements of national security— 
the development and utilization of the 
peaceful applications of atomic energy in 
accordance with the best traditions of the 
American system of free competitive en- 
terprise,” Dr. Glennan said. 

He advanced the following as three 
major functions the association might 
perform: 


One, it could provide a forum in 
which the atomic energy industry 
could arrive at an informed and per- 
haps a common position on such mat- 
ters of vital concern to it as the owner- 
ship of atomic energy facilities, rights 
to patents, licensing regulations, health 
and safety standards, secrecy policies, 
personnel clearance policies, and con- 
tract and tax procedures. 

Two, it could provide a channel 
through which industry’s position on 
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National Association of Atomic 
Industries Proposed 





these matters could be brought to the 
attention of the Atomic Energy Com- 
mission, the Congress, and the public 
at large. 

And, three, it could provide a 
mechanism for the acquisition and dis- 
semination throughout industry gen- 
erally of information on such matters 
as laws and regulations, business op- 
portunities, and new technological de- 
velopments, 


s of now, Dr. Glennan pointed out, 
the interests of the military, the 
general public, and the scientists are fair- 
ly represented before the AEC through 
the Military Liaison Committee of the 
Department of Defense, the Joint Con- 
gressional Committee, and the General 
Advisory Committee, respectively. But 
there is no such liaison for industry, 
though “industry built the atomic en- 
ergy program, carries on nearly all of the 
work today under government contract, 
and stands ready to utilize the peaceful 
results of atomic research in its own 
operations and for the benefit of society.” 
“T think I am reporting accurately,” he 
stated, “when I say that recently the com- 
mission has become increasingly aware of 
the fact that there is no single, unified, 
representative, and continuous voice 
from industry to balance the other voices 
which are beamed so consistently in its 
ear.” 

Dr. Glennan listed the following among 
the concerns, institutions, and indi- 
viduals who should participate in the as- 
sociation he proposes: 


1. Those engaged in the production 
of atomic energy source materials, such 
as uranium and thorium. 

2. Those engaged in the production 
of fissionable materials. 
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3. Those engaged in the utilization 
of fissionable materials for such pur- 
poses as power production and weap- 
ons manufacture. 

4. Those engaged in the production, 
distribution, or large-scale utilization 
for industrial purposes of such 
products of atomic energy as radioiso- 
topes. 

5. Those engaged in the design or 
construction of facilities uniquely ap- 
plicable to atomic energy use, such as 
nuclear reactors and chemical process- 
ing facilities. 

6. Those engaged in the manufac- 
ture of materials and equipment pri- 
marily useful in atomic energy work, 
such as beryllium, zirconium, radia- 
tion detection instruments, and particle 
accelerators. 

7. Those engaged, with either pub- 
lic funds or their own private funds, in 
studies and in research and develop- 
ment projects related directly to the in- 
dustrial application of atomic energy. 


8. Those other individuals in indus- 
try who, for one reason or another, are 
cleared for access to secret information. 


D: GLENNAN felt also that the asso- 
ciation should provide a class of 
membership for those not now actively 
engaged in atomic work who could profit 
from nonsecret informational benefits 
with an eye to future participation. 

“In this thing we have that is called 
atomic energy,” he concluded, “there is 
untold promise for the future—in power, 
in propulsion, and in the utilization of 
nuclear radiation in a thousand ways not 
even dreamed of. 

“Let’s make our play, put in some 
chips and hasten the realization of some 
of this promise. Let’s bring it out where 
the initiative and varied talents of the 
competitive enterprise system can be 
brought to bear upon the problems of 
atomic energy development—for the good 
of industry, for the good of the country, 
and for the good of mankind.” 





Spreading Oil on Troubled Public Relations 


A= “pitch” in friend-making for 
a large corporation is the camera- 
written book, The Oilmen, recently pub- 
lished for sale in book stores, under the 
sponsorship of the Shell Oil Company. 

The book is copyrighted, but the 
“pitch” is in the public domain, and 
might be used for the same kind of 
friend-making by any utility company in 
its own region. Better, it could be ap- 
plied to “public relations” by several 
neighboring utilities, to show local 
people how electricity, gas, and other 
services are supplied. 

It seems that the oil company’s presi- 
dent, H. S. M. Burns, likes people, likes 
to think of his company as a widely 
spread group of people serving that 
larger group of people known as the 
“public.” He thought a camera book pic- 
turing Shell people at work would be in- 
teresting as another picture book. That 
the public might even buy such a book if 
it was devoid of propaganda. That it 
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would make friends for oil people every- 
where, and not his own company alone, 
but his competitors—they are all in the 
oil business, and can all use friends. 

The result is this camera book, as up 
to the minute and humanly interesting as 
this week’s picture magazines. 


IrST, the oil executive arranged to 

borrow Holiday's consulting photo- 
graphic editor, Thomas Hollyman, as a 
fellow who could take Mr. Burns’ basic 
idea and do about everything with it. 
Hollyman served with Stars and Stripes, 
Yank, and the Army News Service, as 
well as newspapers and commercial pic- 
ture services. 

His assignment was broken up into ten 
sections, each a chapter in the story of 
oil from exploration to service station and 
tanker. Hollyman spent four months 
shooting some 4,000 pictures, traveling 
16,000 miles over the United States, on 
Shell operations, with Shell people. He 





WHAT OTHERS THINK 


rode helicopters and marsh buggies; 
climbed derricks; dangled from cranes ; 
made indoor pictures in laboratories and 
offices. 

But the general atmosphere is out- 
doors. Oil is found in the great open 
spaces, where people like to go when 
they can run away from the routine of 
their everyday lives. Escape is a popular 
commodity. This book has it. Escape 
would be an excellent ingredient in a pic- 
ture book for utility companies, which 
have plenty of outdoors. 

The various chapters deal with the 
geologists and their fossils ; the seismolo- 
gists and their miniature earthquakes ; 
the intricate mapping by which oil fields 
are pinpointed ; the landmen who sign up 
leases; the drilling crews; the “plumb- 
er’s nightmares” of pipelines, tank farms, 
and refineries ; the petro-chemical activi- 
ties which are the newest phase of oil ; 
the accounting and selling and retailing 
and exporting departments; and one 
chapter is devoted to oil people in their 
homes, at their hobbies, on their vaca- 
tions, 


Fe the book, only 174 of these pictures 
were selected. The rest go into the 
reserve of photos that is kept by a large 
company for various purposes—to illus- 
trate company literature, and furnish to 
the press, and use in lecture slides. This 
is a place in which to spread costs. 

The selected pictures, about one in 
twenty-three, were bound to be outstand- 
ing. They were made up into a dummy, 
with text by Charles Parker. 

Words were simmered down, too. One 
picture is worth a thousand words, ac- 
cording to the proverb, but the average 
throughout this book is less than twenty 
words to the picture. And in large type, 
with skilful] layout, for easy reading. 
This is a glancing age. People shop 
through tons of printed matter. The 
book design by Frederick H. Roberts 
took that into account. 

The dummy was seen by Rinehart & 
Company, book publishing people, and 
they spotted a good item for their forth- 
coming list, so it was manufactured and 
distributed as a regular item among 


other picture books, displayed with them 
on the book counters, just as a book. 
There were no “publicity” angles. The 
oil company was not mentioned in the 
text, simply given credit for co-operation 
on the photography. There was no such 
commercial angle for the oil industry, 
which is what the book is about—it took 
its place with other picture books show- 
ing foreign lands, cartoons, artists’ work, 
current events. 

But the “relation” angles are definite. 

Material designed to create better feel- 
ing among employees toward the com- 
pany they work for, frequently attempts 
to sell them the company and their jobs. 

And public relations material is often 
weakened in the same way, by the too- 
close-to-the-vest attitude. 


TS book takes the angle that the oil 
industry is an interesting business. 
But it is only one business rendering 
service to the public, like the steel indus- 
try, or aircraft industry, or chemical in- 
dustries. 

Public relations people work for com- 
panies. 

Magazine people work for the reading 
public. Readers make up their market. 
They are in hot competition with each 
other to win attention. 

Even a book of this sound reader in- 
terest has a suspicion of propaganda if 
published by a company. Just a flavor of 
commercials in the text warns the reader 
that the company is trying to sell him 
something. It may be interesting, but it 
is looked upon as advertising or pub- 
licity. 

A real book, made by magazine people, 
and issued by a book house, is accepted 
as such, like articles and stories in a 
magazine, something the reader will pay 
to see. It stands or falls on its reader 
value, 

Healthy sales are reported for The 
Oilmen. It was not, of course, expected 
to be a best seller. In its limited field of 
reader interest it is standing up. 

So the “pitch” is something like this: 

Oil is an interesting American busi- 
ness, with many unusual jobs, and skilled 
workers. 
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Here is oil in pictures, made with the 
co-operation of the people working for 
one of the big oil companies, mentioned 
only in a credit line. 

Mostly in pictures of the kind taken 
for one of the widely circulated maga- 
zines by a crack photographer. 

The oil business moves fast—here is 
the way it looked yesterday. 

Oil is one of the American activities 
that you will want to keep up with, like 
television, plastics, electronics, calculat- 
ing machines, the paper industry, natural 
gas, next year’s automobiles. 


N the basis of reader interest, oil 
wins reader attention. This com- 
pany that teamed up to let Hollyman take 
the pictures gets a little reflected glory. 
Its employees, looking at the book as 
readers, feel that the industry they work 
in is getting reader attention, and that 
maybe it will be pleasant to say, “I am an 
oil man—I work for Shell.” 

Incidentally, the oil industry as a whole 
now has more than 1,000 different 
products, and employs nearly 2,000,000 
people, at 1,800 and more different jobs. 

The Oilmen has 96 pages, 10} by 10} 
inches, cloth cover, illustrated dust jacket, 
and was printed by sheet-fed gravure to 
get clean picture reproduction. 

Most picture books of this kind sell for 
around $5, but by using pictures for 
other purposes, and distributing a large 
edition to employees, dealers, and the 


press, the retail price has been brought 
down to $1.50, which helps sales. Over 
the country, local radio programs carry 
references to the book, and regional 
facts. In the Middle West radio commer- 
cials were keyed to Williston basin, that 
newly discovered oil field which, it has 
been said, is really an oil province, taking 
in parts of North Dakota, Montana, and 
Saskatchewan, 

How could this same “pitch” be used 
for a utility company book? 


NTEREST in oil is national—interna- 

tional. Interest in gas, electricity, and 
community services is generally local or 
regional. 

Magazine people would undoubtedly 
broaden the utility interest by making 
the community the theme of the book. 
People have pride in the place where they 
live. American communities are now 
spending millions of dollars yearly to ad- 
vertise themselves, attract visitors, resi- 
dents, industries. 

In the community and its activities, its 
scenery, its history, can be found the 
broadest reader interest. The work and 
the workers of a utility company serving 
the community would furnish the friend- 
making aspects. 

If several utility organizations com- 
bined to depict the community, with their 
own services as part of it—that should 
be a book along this same line. 

—James H. Cottins 





Rails, Power Industry Seen As Bulwark of 
Free Enterprise 


HE railroad and electric power in- 
dustries must bear a large share of 
the responsibility for saving America 
from Socialism, Bayard L. England, 
president of the Edison Electric Insti- 
tute, told the ninth annual convention of 
the National Association of Railroad 
Women. The convention met last No- 
vember at the Greenbrier hotel in White 
Sulphur Springs, West Virginia. 
“Tt is evident,” Mr. England said, “that 
those who hope to get over-all control 
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of our economy and people into the re- 
tentive hands of an all-powerful govern- 
ment have the means of attaining that 
dominance if they can take over one or 
both of these two vital industries. 

“Tt is our primary responsibility to our 
fellow citizens and to all our traditions 
of freedom to do our rightful part to 
prevent this from coming to pass.” 

Mr. England, who last summer warned 
that the railroads and electric power and 
light companies were closest to social- 
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ization, with the railroads in the greater 
danger, told the railroad women that the 
railroads and electric companies are in 
the front lines in “this struggle to save 
our nation from socialist control.” 

“We can do it,” he continued, “if we 
forsake defeatist attitudes, if, instead of 
wringing our hands in despair, we keep 
to purposeful and productive action.” 


HE electric institute head was opti- 
mistic about the future. “Careful 
evaluation of our problems,” he said, 
“and courageous action will, I am abso- 
lutely confident, keep our industries and 
our country free from the deadly blight 
of Socialism.” 
Recalling the government operation of 
the railroads from 1918 to 1920, Mr. 
England said: 


During that span the government 
managed to lose over $1 billion on the 
undertaking and when the railroads 
were returned to private ownership 
the evidences of mismanagement and 
deterioration in service were appalling. 

Perhaps more than any other indus- 
try the railroads have been subject to 
government regulation and control. 
Layer after layer of rules and regu- 
lations, a great many outmoded, now 
put free enterprise in the railroads ir 
serious danger of suffocation by gov- 
ernment, 

This treatment is particularly inap- 
propriate now, since the rails no long- 
er have a monopoly in the transporta- 
tion field, but must compete against 
other forms of travel which actually 
receive government assistance—in- 
stead of hindrance—in a variety of 
ways. 

The maze of regulations has usurped 
a large part of railroad management’s 
prerogatives and seriously affected the 
sources of private capital. You of the 
rail industry have every reason to 
know the dangers of big government. 


i to the electric industry, he 
said that government encroachment 
has followed a different course—“a fron- 
tal assault involving direct competition 


by government along with an incessant 
drumfire of propaganda.” 

“This concentrated attack,” he said, 
“has been going on for some twenty 
years now, but we are confident we can 
continue to withstand it in the future.” 

Mr. England took up Federal spend- 
ing on electric power projects. “The ex- 
tent of this spending may surprise you,” 
he said. “By the end of June, 1953, the 
Federal government will have spent 
$5 billion on power projects, exclusive 
of the $2.7 billion which had been appro- 
priated for the Rural Electrification Ad- 
ministration to June 30, 1952.” 

According to Mr. England, the Fed- 
eral government made enormous strides 
in its power program in a comparatively 
few years because “the full danger was 
not realized soon enough.” 

Mr. England used a number of charts 
to demonstrate the magnitude of the gov- 
ernment’s program. 

“The Federal power promoters,” he 
said, “no longer make any bones about 
the fact that electricity is their major in- 
terest. Flood control, irrigation, and 
navigation, the constitutional disguises 
under which the Tennessee Valley Au- 
thority and many other Federal projects 
gained their authorization, are now no 
longer as effective as they were. 

“TVA, in a few short years, will have 
far more steam-generating capacity than 
it does hydro and elsewhere dams which 
were authorized as multipurpose projects 
today are power plants and nothing more. 

“On the Roanoke river, where the In- 
terior Department is blocking an electric 
company project, despite Federal Power 
Commission approval of company plans, 
Interior Secretary Chapman bluntly 
states that this position is that of a com- 
petitor in the sale of power in that area.” 


i’ 1937, reported Mr. England, “when 
the Federal power promoters were 
getting into their stride, the investor- 
owned electric companies produced 93 
per cent of the power output in America.” 
The figure dropped to 81.5 per cent in 
1944 and was the same in 1951. 

He saw this leveling off as a bright 
omen for private enterprise. 
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“Tt is our feeling,” he said, “that even higher without a fundamental upheaval 
though the apparatus for socializing affecting equally all of America’s eco- 
power is set up and the plans all laid, the nomic, political, and social institutions.” 


tide of socialized power will go little 





Notes on Recent Publications 


I Want To Know Apout THE ELectric INbus- 
try. Better than a trillion kilowatt hours of 
electricity are now being produced annually 
by all the world’s generating plants, and 424 
per cent of this staggering total is generated 
by the United States, four times the output 
of second-ranking Soviet Russia, according 
to the 1952-53 edition of this booklet just 
published by the Edison Electric Institute, 
420 Lexington avenue, New York 17, New 
York. 

In offering a comprehensive survey of the 
nation’s vital electric industry, ranging from 
the average electric bill of the home customer 
to the industry’s 1952-55 multibillion-dollar 
expansion plants and its ability to meet a 
national emergency, the booklet presents au- 
thoritative information going beyond the 27 
questions and answers on which this easy-to- 
understand publication is based. 

For those interested in reading or writing 
about the electric industry, the booklet, in 
four previous editions, has demonstrated its 
value as a convenient reference, with its ma- 
terial derived from such definitive sources as 
the institute’s statistical publications and those 
of the Federal Power Commission. The 1952- 
53 edition makes use of the latest calendar- 
year data and reflects as well recent 1952 
developments in estimates of future pros- 


cts. 

Besides table-and-text coverage of elec- 
tricity use in industry, agriculture, and in the 
home, -various aspects of electric industry 
operation are treated, including sales, income, 
expenses, capitalization, ownership, em- 
ployees, fuel consumption, and the relative 
importance in power supply of the investor- 
owned electric companies and governmental 
power agencies. 

Because the booklet presents a clear picture 
of the electric industry in understandable 
terms, the previous editions have found wide 
circulation among individuals and groups out- 
side the indusiry, as well as among electric 
company personnel. 

The 1952-53 edition of I Want to Know 
About the Electric Industry incorporates a 
newly designed cover and revisions of inte- 
rior layout and typography, which have been 
developed to increase the ease with which 
the industry facts and figures may be assimi- 
lated by the reader, and which should increase 
the usefulness of the booklet in broadening 
— knowledge of the nation’s power sup- 
ply 


Bituminous Coat ANNUAL. Copies of the 
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1952 edition, the fifth in a series, are being 
distributed by the Bituminous Coal Institute, 
public relations department of the National 
Coal Association. 

In words, figures, pictures, and graphics, 
according to Ralph C. Mulligan, BCI’s di- 
rector of public relations, the new 176-page 
volume “records the further progress of the 
industry in terms of improved efficiency and 
safety in mining, betterments in coal utiliza- 
tion, new uses and ever-widening markets, 
and the bright horizon for coal in the years 
ahead.” 

Some of the basic data contained in pre- 
vious Annuals, to which has been added the 
most recent available figures, is found in the 
52 book, along with much new sstatistical 
material. The text, pictures, and graphics are 
new and different. The book begins with a 
comprehensive review, “Report of 1951-1952 
in the Bituminous Coal Industry.” Then a 
series of stories about the states which are 
“richly endowed with coal” is introduced as 
a new feature of the 1952 Annual. West Vir- 
ginia, Pennsylvania, Kentucky, Illinois, Ohio, 
Virginia, Indiana, Alabama, Utah, and Ten- 
nessee are treated separately in that order. 
Colorado and Wyoming are discussed to- 
gether, as are Arkansas, Iowa, Kansas, Mis- 
souri, and Oklahoma. 

Another innovation is a special 16-page pic- 
torial supplement—with more than 40 illus- 
trations—showing typical scenes of modern 
mechanized mining operations, million-dollar 
coal preparation plants, and coal at work in 
America. 

Still another new feature in the yearbook 
is a folded insert, “Cutaway View of a Typi- 
cal Modern Underground Coal Mine,” trac- 
ing the step-by-step operations in the mining 
of coal and its preparation for shipment. 

Statistical tables (64 in all), graphs, and 
charts—all on timely subjects—complete the 
reference-type information in the ’52 volume. 
Another section describes the manifold activi- 
ties of the National Coal Association, BCI’s 
parent organization, and the new book is 
completely indexed. 

The institute is mailing copies to executives 
of member companies of the National Coal 
Association, industrialists having an interest 
in bituminous coal as the basic fuel of their 
operations, government and private industry 
economists and statisticians, newspaper and 
magazine editors and writers, radio and tele- 
vision commentators, press associations, li- 
braries, and to colleges and universities which 
teach mining engineering. 
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The March of 
Events 


In General 


Free Bus Ride Plan Dropped 


ICHAEL J. QuiLL’s_ Transport 

Workers Union, CIO, recently 
abandoned its plan to let 3,500,000 New 
York bus passengers ride free during 
the Christmas shopping rush. The no- 
fare program had been scheduled to go 
into effect at midnight December 14th 
as part of the union’s year-old campaign 
to force the bus operators to grant a 40- 
hour week and higher take-home pay 
for their 8,000 employees. 


The cancellation of the plan left un- 
changed the union’s announced de- 
termination to call a full-fledged strike 
on the eight lines when the present con- 
tracts expire on New Year’s eve. 

In another TWU strike threat, Judge 
Joseph L. Kim issued an antistrike in- 
junction against the union in its dispute 
with the Philadelphia Transportation 
Company. Walter Reuther, newly elected 
president of the CIO, backed up the 
union’s protest against the injunction. 


California 


Gas Rate Boost Attacked 


se California Manufacturers As- 
sociation recently blasted as “unfair 
and unlawful” state public utilities com- 
mission approval of a raise in southern 
California gas rates. 

The association charged the commis- 
sion overstepped its authority in the 
manner in which it allocated the rate raise 
between classes of customers. “Some 
were treated grossly unfairly,” the CMA 
said in filing an appeal with the com- 
mission. The association, acting in be- 
half of Southern Counties Gas Company 
and Southern California Gas Company, 
both subsidiaries of Pacific Lighting 
Corporation, said the commission illegal- 
ly allocated to interruptible industrial 
consumers, who have their supply of gas 
shut off during cold snaps or other peak 
demand periods, “some of the cost of 
supplying peak demand gas.” 

The commission last month approved 
a $6,000,000 rate increase to Pacific 
Lighting Corporation’s subsidiaries. The 
raise was designed to offset an expected 


boost in the cost of gas piped to southern 
California from Texas. 


Ready to Introduce Bill 


S. REPRESENTATIVE Norris Poul- 

e son said last month that he is 

“ready and willing” to introduce a bill 

giving California control of the Central 

Valley reclamation project if state inter-- 
ests agree on a formula for the action. 

But the California Republican said thx 
price to the state, if a plan is worked out, 
won’t “be anything like” the $4 billion 
figure he said Reclamation Bureau offi- 
cials had quoted. 

“That figure is sheer propaganda,” he 
said, “The government has spent only 
about $750,000,000 on the project. Cer- 
tainly the Federal government doesn’t 
want to make a profit of more than $3 
billion.” 

Poulson will be ranking majority 
member of the House Interior Commit- 
tee which would handle a purchase bill, 
and possibly chairman of the Subcom- 
mittee on Irrigation and Reclamation. 
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Delaware 


Rate Increase Approved 


; ee state public service commission 
recently approved increased rates 
for the Delaware Power & Light Com- 
pany in its southern division, including 
Kent and Sussex counties. The new rates 
for the power and light company bring 
its retail charges in Kent and Sussex in 
line with those of the Eastern Shore Pub- 
lic Service Company, a subsidiary of 
the utility firm serving the adjoining ter- 


ritories and service areas in Maryland. 

Approval of the rates concluded nearly 
six months of investigation following the 
application of Delaware Power & Light 
last May. 

According to officials of the firm, the 
increase will bring a rate of return on 
investment of 5.77 per cent. With the 
approval, a $50,000 bond posted by the 
firm, while pending decision of the com- 
mission, will be returned to the utility. 


Kentucky 


Co-op Wins Right to Sell to 
Company 


TS state public service commission 
ruled last month that the South 
Kentucky Rural Electric Co-operative 
Corporation shall supply the electric 
needs of the Monticello Hardwood 
Flooring Company. 

Monticello Electric Light Company, a 
privately owned utility, had challenged 
the REA co-op’s right to serve the plant, 
14 miles north of Monticello. 

Both utilities contended the plant was 
located within their respective terri- 
tories. The commission said that because 


of overlapping service by both utilities 
in the area, it was impossible to de- 
termine in which one the plant to be 
served was located. 

However, the commission noted that 
the flooring company had filed an inter- 
vening petition siding with South Ken- 
tucky. Monticello Electric Light pointed 
to a ruling of last May 7th by the com- 
mission giving Kentucky Utilities the 
right to serve a new factory at Camp- 
bellsville and denying the claim of a co- 
operative. 

Monticello claimed the two cases were 
similar and should be decided alike. But 
the commission said no. 


Nebraska 


Court Denies Permission 


‘te state supreme court last month 
refused the League of Nebraska 
Municipalities permission to seek a writ 
of mandamus compelling the Nebraska 
Public Power System to recognize the 
league as a customer and grant it con- 
solidated rate billing. 

Permission to file the action was 
sought by the attorney for the league and 
the Lincoln city attorney. Neither would 
discuss the court’s action after being told 
their application had been denied. 

The league has long demanded con- 
solidated billing and has charged rate 
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discrimination because Consumers Public 
Power District and the REA’s buy 
power from NPPS at lower rates than 
the municipalities can. The municipali- 
ties buy power under individual billings. 
They have asked the hydroelectric dis- 
tricts to sell current under a combined 
rate schedule or consolidate billing, 
which would allow them to buy more 
power in the lower part of the rate 
structure. 

Consumers and the REA’s buy more 
power than the eight cities involved in 
the rate war and therefore fall into a 
lower purchasing bracket under the 
present contract system. 





THE MARCH OF EVENTS 


Rates are set by a board composed of 
Consumers and the REA’s, That factor 
has been one of the main points in the 
league’s argument against the present 
method of establishing rates. 

In servicing a number of Nebraska 
towns, Consumers has laid claim to con- 
solidated billing on the grounds that its 


New 


Gas Pipeline Loses Round 


Bins property owners won a victory 
over the Algonquin Gas Transmis- 
sion Company recently when Supreme 
Court Justice Elbert T. Gallagher 
vacated his order of July 10th in which 
he had granted condemnation rights for 
the company’s proposed pipeline. 

The company is putting down pipe to 
convey natural gas from New York to 
New England points, and the route of 
the pipe passes through northern West- 
chester. The town of Cortland is par- 
ticularly affected. 

Property owners in the area have been 
dissatisfied with the price offered for 
their land by Algenquin, and a series of 
court actions ensued, climaxed by Justice 
Gallagher’s decision of December 9th. 


Rates Increased for Trial Period 


gb state public service commission 
recently allowed the city of James- 
town to put increased electric rates into 
effect for a 2-year trial period, beginning 
January Ist, in order to enable the 
municipality to restore operation of its 
power plant “to a sound financial basis.” 
The temporary increase will produce an 
estimated $321,500 in additional revenue. 

The city’s original request for new 


own transmission lines carry the power, 
that it has a long-term contract with 
NPPS, and the fact that it purchases 90 
per cent of its power from NPPS and 
60 per cent of all power manufactured by 
NPPS. The cities involved are Lincoln, 
Holdrege, Minden, Cozad, Bertrand, 
North Platte, Smithfield, and Loomis. 


* 


York 


power rates was suspended by the com- 
mission last summer. It subsequently 
filed a second petition in November, re- 
questing permission to place the sus- 
pended rates into effect for a 2-year trial 
period to allow, among other things, time 
for the elimination of maladjustments 
and faults in the equipment of the city’s 
new $4,700,000 power plant, for the de- 
velopment of load growth sufficient to 
permit more efficient and economical 
operation of its new power plant, and 
for the establishment of a higher capacity 
tie with an outside source to provide 
emergency stand-by service. 

The commission said it would be re- 
miss in the performance of its obligation 
to the public if it neglected to impress 
on all concerned a consciousness of the 
troublesome problems which confront 
municipally owned electric generating 
facilities. 

It stated that all the benefits which 
flow from either partial or complete tax 
exemption, in the instant case, have been 
dissipated and the residents must pay 
higher rates in all classifications than 
the neighboring customers of a privately 
owned utility “which bears its allotted 
share of the burden of supporting gov- 
ernment.” 


* 


Ohio 


Association Joins Commission 
HE Columbus Home Builders As- 
sociation announced recently that it 

would join the state public utilities com- 


57 


mission in attempts to obtain Federal 
authority for a new transcontinental gas 
pipeline to serve Ohio. 

The association’s president said papers 
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would be filed as soon as possible, asking 
the Federal Power Commission to re- 
consider its decision denying such au- 
thority to the Texas-Ohio Gas Company 
of Houston, Texas. 

Texas-Ohio wants to build a 1,400- 
mile pipeline at an estimated cost of 
$185,000,000 to bring a maximum of 
500,000,000 cubic feet of natural gas 
daily from the Rio Grande river to a 
point near Lancaster. 

Home construction, it was said, “has 
been held up here because people are 
hesitant to build without the assurance 
they will be able to get gas furnaces. 
Therefore, our group has decided to do 
everything in its power to get an ade- 
quate supply of gas for Columbus and 
the rest of the state.” 


Would Tie Electric Rates to 
Labor, Tax Costs 
RATE schedule for electric customers 


hitched to the rise or fall in labor 
and taxes is the latest innovation that 


has come out of the Cincinnati Utilities 
Committee meeting. 

The committee, a segment of the city 
council, recently agreed upon a new 
electric rate ordinance for the Cincinnati 
Gas & Electric Company and was sched- 
uled to submit this to the full council for 
vote on December 24th, with its unani- 
mous recommendation for approval. 

Included in the structure is a com- 
pletely new escalator clause based on 
labor and tax expenses which would take 
rates up or down with the rise or fall in 
such expenses. 

The ordinance, which would run from 
February 1, 1953, to April 30, 1956, 
would continue the current base rates, 
but would include a coal variable clause 
for residential users that would increase 
the company’s gross revenues initially by 
about $400,000 a year. 

The coal variable clause has been ap- 
plied all along to commercial and indus- 
trial rate schedules, but this is the first 
time it has been made to cover the resi- 
dential schedules. 


Texas 


Lone Star Gas Rates Boosted 


| ee Star Gas Company has received 
rate increases in 176 cities and 
towns in Texas, with the average rise 
amounting to 13 cents per thousand cubic 
feet of gas, C. L. May, vice president, 
said recently. 

Mr. May estimated increases already 
granted would mean an additional] $3,- 
500,000 in gross revenues to the utility. 


The company is continuing to seek in- 
creases in the rest of the 263 incorporated 
cities and towns in the state which it 
serves, May added, and various city rate- 
making bodies are acting on these. 
Rates in all unincorporated communi- 
ties in the state are set by the state rail- 
road commission and Lone Star Gas ex- 
pects to file petitions for increases with 
that body. The company noted it had 
had no increase for twenty-five years. 


a 
Washington 


Raver Favors Local BPA 
Control 


P Ngereng ope that the new Congress 
may be asked to take the Federal 
government entirely out of the power 
business in the Pacific Northwest and 
make Columbia river development a re- 
gional responsibility was foreseen by 
delegates attending a meeting of the 
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Bonneville Regional Advisory Council in 
Seattle last month. 

A committee exploration of such a step 
had been suggested, to the surprise of 
many in the audience, by Dr. Paul J. 
Raver, Bonneville Power Administrator. 
Raver confessed that in presenting the 
idea for future consideration, he had felt 
“a little astounded at my own temerity 
as a Federal official.” 





~~ A fF TH 


Progress 


of Regulation 


Electric Rate Increase Based upon Inflationary Economy and 
Earnings-price Ratios Discussed 


b F~ California commission author- 
ized an electric rate increase which 
would yield a return of at least 5.55 per 
cent on a depreciated rate base. This re- 
turn was deemed adequate to service the 
company’s outstanding bonds and pre- 
ferred stock and to provide earnings on 
the equity capital. 

In passing upon the proposed rate in- 
crease, the commission considered the de- 
clining trend in the rate of return. It was 
claimed that this decline was due to add- 
ing capital currently at unit prices which 
were above the system average unit 
prices. The company anticipated that 
this decline would continue in the future 
so long as inflationary prices prevailed in 
our economy. 

The commission said that the deter- 
mination of a rate of return must repre- 
sent the exercise of informed judgment, 
keeping in mind the lawful interests of 
both the ratepayer and the utility, rather 
than the application of a mathematical 
formula. In addition to a consideration 
of the terms and conditions associated 
with the company’s securities outstanding 
and proposed to be issued, the commis- 
sion directed its attention to other factors 
such as reasonable construction require- 
ments, prevailing interest rates, and oth- 
er economic conditions, as well as past 
financing success and future outlook for 
the utility. 

Dividend and earnings-price ratios 
were considered useful. The commission 
said that such ratios in themselves are not 
conclusive in the determination of a rate 
of return to be allowed but serve pri- 
marily in testing the rate finally deter- 


mined. It reiterated that it will not re- 
gard dividends paid on common stock,as 
measuring the cost of money or the rate 
of return. Calculations of earnings-price 
ratios are influenced by general market 
conditions and merely reflect the in- 
vestor’s appraisal of the market value of 
the stock at any given time. The com- 
mission said they are not indicative of 
the amounts the company is required to 
earn with respect to capital already com- 
mitted to the enterprise. 

The company’s attempt to include 
three old retired steam electric generat- 
ing plants in the rate base at an estimat- 
ed figure equal to one-half of the original 
cost of the plant, in so far as depreciable 
property was concerned, was rejected by 
the commission. The lands upon which 
the plants were constructed were, how- 
ever, properly included in the rate base. 
Several years ago the company decided 
that the plants were inoperative and 
charged their cost off to the depreciation 
reserve. Subsequently, it determined to 
maintain the plants as stand-by steam 
plants. 

At the time it was determined that the 
plants were inoperative, the company 
charged out the entire depreciable invest- 
ment to the depreciation reserve. Upon 
their establishment as stand-by installa- 
tions, however, the company did not re- 
enter the cost of the plants in plant ac- 
counts and recredit the depreciation re- 
serve with the amount of the total in- 
vestment, It has continued to consider 
the plants as written off in so far as its 
bookkeeping is concerned. Such treat- 
ment of the properties was considered 
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contrary to the public interest. Re Pa- 
cific Gas & E. Co. Application No. 


32589, Decision No. 47832, October 15, 
1952. 


e 


“Best Efforts’ Agreement As to Security Sales Does 
Not Establish Financial Ability 


HE Civil Aeronautics Board de- 

clined to renew the certificate of an 
air ferry on the ground that the carrier 
had not demonstrated how it would ob- 
tain the financial resources required to 
operate. 

The air carrier had presented a “best 
efforts” agreement with a securities cor- 
poration in which the corporation agreed 
to attempt to sell a sufficient amount of 


the carrier’s securities to finance the op- 
eration. The only other revenue possibil- 
ity was the concession at the carrier’s 
home base. Neither the securities agree- 
mert nor the revenue prospect from the 
concession was considered sufficient in- 
dication of financial ability to justify a 
renewal of the certificate. Re Island Air 
Ferries, Inc. Docket No. 5083, October 
31, 1952. 


e 


Federal Power Commission Jurisdiction over Rates for 
Interstate Power Sold to Municipalities Upheld 


HE United States Court of Appeals 

for the District of Columbia circuit 
affirmed orders of the Federal Power 
Commission, in Re Interstate Light & P. 
Co, (1951) 90 PUR NS 120, asserting 
jurisdiction over rates for the sale of 
electricity to municipal plants for resale. 
The facilities involved had been acquired 
from Interstate Light & Power Company 
(Wisconsin) by Wisconsin Power & 
Light Company June 30, 1950, while 
proceedings to obtain jurisdiction over 
Interstate were pending. 

Wisconsin Power & Light Company 
had been designated as an additional re- 
spondent in the Interstate Case but did 
not appear at the hearing or offer evi- 
dence. It simply denied that the commis- 
sion had any jurisdiction to require it to 
file schedules. The court held untenable 
arguments that the commission had en- 
tered its order without according the 
company due process of law because it 
did not acquire the distribution facilities 
involved until after the close of the com- 
mission’s hearings. 

Wisconsin Power & Light Company, 
according to the commission’s opinion, 
owns and operates a high-voltage line 
over which electricity is regularly trans- 
mitted, from the point of purchase at 
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wholesale at the state line, for consump- 
tion within the state, and therefore it is a 
public utility within the meaning of 
§ 201 of the Federal Power Act. The 
commission had ruled that sales of elec- 
tricity at a state line for transmission 
through high-voltage lines of a company 
which steps down the voltage and sells 
the electricity to municipal plants are 
sales for resale in interstate commerce 
subject to the jurisdiction of the commis- 
sion under the rate provisions of § 205. 

The court said that the company’s 
principal contentions were disposed of 
by the opinion of the seventh circuit 
court in Wisconsin-Michigan Power Co. 
v. Federal Power Commission (CA 7th 
1952) 94 PUR NS 515, 197 F2d 472, a 
case which arose upon strikingly similar 
facts. The court concluded: 


It is our view, as it was the seventh 
circuit’s in the Wisconsin-Michigan 
Case (1) that these are sales at whole- 
sale within the meaning of the defini- 
tion contained in § 201(d); (2) that 
the § 201(b) exemption from commis- 
sion jurisdiction of “facilities used in 
local distribution” is inapplicable here, 
and the company therefore is a public 
utility within the meaning of the defi- 
nition in § 201(e) ; and (3) that a his- 
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PROGRESS OF REGULATION 


tory of previously unchallenged regu- 
lation by the state does not oust the 
commission of jurisdiction. The rea- 
soning given by Judge Lindley in sup- 
port of his conclusions develops the 
views expressed by this court in Penn- 
sylvania Water & Power Co. v. Fed- 
eral Power Commission (1951) 89 US 
App DC 235, 94 PUR NS 175, 193 
F2d 230, 239-241, aff’d (1952) 343 
US 414. See also Federal Power Com- 
mission v. Arizona Edison Co. (CA 9th 


rd 


1952) 93 PUR NS 396, 194 F2d 679; 
California Electric Power Co, v. Fed- 
eral Power Commission et al. (CA 
Oth 1952). Under the circumstances, 
we think it would serve no useful pur- 
pose to endeavor to supplement Judge 
Lindley’s discussion of the governing 
legal principles. 


State of Wisconsin v. Federal Power 
Commission, Nos, 11224, 11225, No- 
vember 13, 1952. 


Settlement of Rate Case Must Be in Public Interest 


HE Federal Power Commission ap- 

proved an interim settlement of rate 
questions pursuant to agreement by the 
parties stating: 


. we cannot approve the interim 
settlement unless it clearly appears 
from the facts of record that such a 
settlement is based upon a reasonably 
realistic consideration of the cost of 


: 


service for such period and that the 
settlement would therefore be desir- 
able in the public interest. 


The commission imposed certain con- 
ditions as to revision of tariffs and as to 
refunds after final disposition of the is- 
sues. Re Texas Eastern Transmission 
Corp. Opinion No, 239, November 10, 
1952. 


Flat-rate Water Customers Ordered to Pay More 


HE Wisconsin commission approved 

rates for a municipal water utility 
which would afford it a return of 5.5 
per cent on its rate base. 

The new schedule provided for a 
higher rate for flat-rate users than for 
metered customers. The commission 
made this comment on the rate 
difference : 


Actually, the flat-rate user will ei- 


ther use or waste more water than a 
similar sized family served and billed 
on a metered basis. Flat-rate custom- 
ers then should be billed proportion- 
ately higher. Any user who believes 
he is being discriminated against may 
arrange his piping to permit installa- 
tion of a meter by the utility. 


Re City of Ashland, 2-U-3894, Novem- 
ber 6, 1952. 


7 


Commission Reviews Rules Affecting Telephone Discontinuance 
Upon Notice of Unlawful Use 


FS se pe complaint against the 
action of a telephone company in 
discontinuing its service was dismissed 
by the Ohio commission and an interim 
order requiring the continuation of serv- 
ice pending commission consideration of 
the matter was canceled. 

The telephone company had received 
a letter from the director of public safety 


of the city in which the subscriber re- 
sided requesting the immediate removal 
of the telephone because police investiga- 
tion indicated that the telephone was 
being used for gambling purposes in the 
“numbers” game. The company notified 
the subscriber by mail that its telephone 
would be disconnected and sent a copy 
of the letter to the commission. The sub- 
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scriber then filed a complaint with the 
commission and successfully petitioned 
the commission for an order continuing 
service while the matter was pending. 

The commission ruled that it erred in 
granting the temporary continuance re- 
quest of the subscriber in the light of the 
requirements of the Ohio statutes because 
of the fact it had ordered the continuance 
without notifying the company that it 
was considering granting the subscriber 
such temporary relief. 

A subscriber’s right to telephone serv- 
ice, the commission continued, is not ab- 
solute. It is subject to the greater con- 
sideration of law and order and limited 
by reasonable rules and regulations con- 
tained in company tariffs. The commis- 
sion ruled that the company’s action in 
this case was not only in accordance with, 
but was required by, its regulations re- 
garding unlawful use of service. 

To the subscriber’s claim that the de- 
nial of service without a hearing consti- 
tuted a denial of due process, the court 
answered : 


It seems to be well settled that the 
requirement of due process does not 


always require a hearing before dis- 
cretion is exercised, but is satisfied if 
there is opportunity for a hearing and 
a judicia] determination at some stage. 
In the instant situation, the com- 
plainant failed to take advantage of the 
injunctive process available against 
the governmental authority in the 
courts. 


Counsel for the subscriber suggested 
that the law enforcement official may 
have based his request on mere assump- 
tion or a desire to penalize the subscriber. 
The commission would not subscribe to 
this suggestion. It pointed out that there 
is a presumption that acts within the 
proper sphere of a public official have 
been properly performed and that all the 
evidence presented established the pro- 
priety and justice of what had been done. 

Finally, the commission overruled a 
contention that the company should have 
investigated the unlawful use before or- 
dering the discontinuance, The commis- 
sion said that the company’s duty was to 
act forthwith without investigation and 
without report. Miller v. Ohio Bell 
Teleph. Co, No. 23,078, July 9, 1952. 


e 


Stipulation between Telephone Companies and Municipalities 
Considered in Rate Decision 


HE Ohio commission in approving 

higher rates for a statewide tele- 
phone company, brought to a close a pro- 
longed controversy between the company 
and a number of municipalities which 
had opposed the rate increase. 

The commission decision quoted in its 
entirety a stipulation between the cities 
and the company in which all parties 
agreed to accept rates which would af- 
ford the company additional revenues in 
the amount of $16,750,000 instead of the 
$23,000,000 requested. The commission 
made this comment in regard to the stip- 
ulation : 


This agreement between the parties 
has narrowed the issues and has been 
carefully considered by the commis- 
sion in its determinations herein. 
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However, as the parties to the stipula- 
tion and recommendation stated, they 
cannot by agreement bind this commis- 
sion, The commission is of the opinion 
that the stipulation and recommenda- 
tion are entitled to such favorable con- 
sideration as may be reasonably given 
to them in the light of indisputable 
facts of record and the application of 
the established principles of law there- 
to. 


The commission excluded depreciation 
reserve from the company’s rate base to 
the extent that it exceeded the present 
or accrued depreciation. But it accepted 
the Charleston plan for separating inter- 
state and intrastate plant, revenues, etc. 

The commission allowed the company 
to charge to its operating expense account 
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the payments made to its parent under a 
license contract and the payments made 
to an affiliate for equipment. It excluded 
construction work in progress ana prop- 
erty held for future use from the rate 
base where such items were not used and 
useful as of the date certain on which 
the hearing was based. 

The rates which the commission au- 
thorized were consistent with the stipu- 
lation between the parties and would pro- 
vide a return of 4.94 per cent. The com- 
mission made the following observation : 


In view of the facts and circum- 
stances surrounding the within pro- 
ceeding, it is not necessary for this 
commission to determine whether or 
not such rate of return is the maximum 
fair rate of return to which the com- 
pany may be entitled; but we do find 
that such rate of return is not exces- 
sive, unlawful, or unreasonable in the 
light of the aforesaid facts and circum- 
stances. 


Re Ohio Bell Teleph. Co. No. 22,452, 
August 27, 1952. 


e 


Separation of Electric and Gas Properties Unnecessary upon 
Termination of Holding Company System 


HE Securities and Exchange Com- 

mission approved the merger into 
United Gas Improvement Company of 
all of its seven operating subsidiaries and 
the exchange of holding company securi- 
ties for all publicly held securities of the 
subsidiaries. The subsidiaries were or- 
ganized and operating in Pennsylvania. 
Upon completion of the merger the hold- 
ing company would become a single op- 
erating company conducting its opera- 
tions entirely in that state. It would have 
a simple capital structure and a common 
stock equity of about 71 per cent. The 


| merger would eliminate the existing in- 


equitable distribution of voting power as 
well as an unnecessary holding company. 

The merger would result in the reten- 
tion of electric and gas properties under 
control of the same continuing operating 
company. The commission observed that 
where a holding company system is to 
continue in existence, it must apply the 
standards of § 11(b)(1) of the Holding 
Company Act. Under that section elec- 
tric and gas properties can be retained in 
the same system only if the standards for 
“additional” systems, contained in 
Clauses (A), (B), and (C) of that sec- 
tion, can be met, The commission ruled, 
however, that the separation of gas and 
electric properties is not required where 
the surviving operating company is no 
longer subject to its jurisdiction. Conse- 
quently, it decided that the literal stand- 


ards of § 11(b)(1) were rendered in- 
applicable by the merger. 

Under the provisions of Pennsylvania 
law, when a merger of two or more Penn- 
sylvania corporations is effectuated pur- 
suant to a stockholder’s vote, a stock- 
holder who has voted against the merger 
has the right to obtain an appraisal of his 
shares. The proposed merger plan made 
no reference to any right of appraisal. 
Having found that the proposed plan was 
fair to all persons affected, the commis- 
sion concluded that any provision of state 
law which might have the effect of giving 
certain stockholders different treatment, 
under an appraisal procedure, would not 
be fair and equitable or consistent with 
the standards of the Holding Company 
Act. It decided that dissenting stockhold- 
ers were not entitled to an appraisal. 

Pennsylvania law also requires thatasa 
prerequisite to a merger there be obtained 
anaffirmative ofa majority of the outstand- 
ing stock, The commission has frequently 
heldthata plan under § 11(e) of the Hold- 
ing Company Act should not be subject 
to the requirements of a stockholder’s 
vote where the effect of doing so would 
be to subject to a decision of the stock- 
holders the question of compliance or 
noncompliance with the requirements of 
the act. The holding company claimed 
that it wished to obtain a stockholder’s 
vote both to insure that the plan met with 
their approval and to avoid any proce- 
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dural problems which might be presented 
under state law. The commission held 
that a plan which has been approved by 
it and by a Federal court under § 11 of 
the act will be binding on all persons af- 
fected and enforceable regardless of the 
provisions of any state law which might 
apply in the absence of the Holding Com- 
pany Act. 
The commission said: 


However, the company is anxious to 
avoid any possible litigation or status 
of legal uncertainty, and the desirabil- 
ity of avoiding any such litigation may 
properly be recognized. Accordingly, 
we shall interpose no objection to these 
particular provisions of the plan, or to 
any action the company may take in 
requesting the stockholders to vote 
thereon. We observe, however, that the 
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plan may still be subject to enforce- 
ment irrespective of whether such a 
vote should be obtained. Furthermore, 
whether or not as a § 11(e) plan it 
would in the absence of such vote be 
subject to such enforcement, the com- 
pany in any event is under an obliga- 
tion to comply with § 11. Accordingly, 
if a vote of stockholders should for any 
reason not be obtained, the commis- 
sion will take whatever action may be 
necessary, either to enforce the plan 
irrespective of the failure to receive 
such vote, or to enforce the terms of 
the act under the compulsory pro- 
visions of § 11, in the light of all ap- 
plicable standards. 


Re United Gas Improvement Co. et al. 
File Nos. 54-201, 59-6, Release No. 
11495, September 18, 1952. 


Bond Issue Authorized to Refund Short-term Indebtedness 
And to Finance Construction Program 


ta New York commission author- 
ized the Long Island Lighting Com- 
pany to issue first mortgage bonds to 
discharge outstanding promissory notes 
and to finance necessary additions. The 
company has issued and sold one series of 
preferred stock during the year and over 
500,000 shares of common stock. It was 
found that the issuance of the additional 
bonds would not unbalance the company’s 
present capital structure to any appre- 
ciable extent. The debt ratio to capital 
and surplus after the bond issue would 
be under 60 per cent. 

This is one more in a series of perma- 
nent financings necessitated by the com- 
pany’s extensive expansion program 
brought about by the rapid and sustained 
increase in demand for electric and gas 
service since the end of World War II. 
The book cost of the company’s plant and 
property has practically doubled during 
the past four years. During the current 
year the company has spent large sums 
for additions, betterments, and improve- 
ments, 

The current year’s construction ex- 
penditures have been financed through 
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the issuance of short-term notes under a 
revolving credit arrangement with five 
banks. Since these notes would become 
due at the end of the current year, it was 
essential for the company to place this 
indebtedness on a permanent basis. The 
proceeds from the bond issue would be 
used to the amount necessary to dis- 
charge the outstanding bank loans. The 
balance would be used for construction. 

The gross additions in the electric and 
gas departments were predominantly for 
new distribution property. The major 
portion of the net change in the electric 
department construction work in prog- 
ress related to expenditures made in con- 
nection with two new generating units 
and associated equipment. Additions in 
the gas department were principally for 
production and distribution property 
items. The commission believed that if 
the company were to be in a position to 
continue with the construction program 
planned for the following year, it was es- 
sential that some form of permanent fi- 
nancing must be substituted for a short- 
term financing. Re Long Island Lighting 
Co. Case 15953, October 29, 1952. 
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Other Important Rulings 


HE New York commission author- 

ized a gas and electric corporation 
to sell franchises and a gas system lo- 
cated in an outlying service area where 
the district involved was completely iso- 
lated from the balance of the selling com- 
pany’s property, where the rates would 
remain unchanged unless circumstances 
might arise which would make an in- 
crease in rates inevitable regardless of 
ownership, where past earnings on the 
book value of the property had not pro- 
vided an adequate return but, because of 
economies resulting from the sale, would 
yield an adequate return without a rate 
increase, where there was no economical- 
ly feasible way of the selling corpora- 
tion’s integrating the area with its other 
properties, and where none of the con- 
sumers objected to the transfer. Re 
Rochester Gas & E. Corp. Case 15969, 
October 28, 1952. 


_ The Civil Aeronautics Board, in con- 
sidering an air carrier’s application for 
authority to render direct local service 
between the upper and lower peninsulas 
of the state of Michigan, took notice of 
the fact that a glance at any map of the 
state would give immediate insight into 
the benefits that would flow from such a 
service, Re Michigan-Wisconsin Service 
Case, Docket No. 2832 et al. October 
17, 1952. 


The Civil Aeronautics Board, in con- 
sidering several applications by air car- 
riers for route changes and certificate 
amendments, pointed out that under the 
criteria of public interest set forth in § 2 
of the Civil Aeronautics Act the elimina- 
tion of uneconomic service is in the in- 
terest of the public as well as the air car- 
rier and is a factor entitled to positive 
weight in a certificate proceeding where 
the saving can be effected without injury 
to the traveling public. Re Wiggins (E. 
W.) Airways, Inc. Docket No, 5055 et al. 
October 21, 1952. 


The Connecticut commission, in ap- 
proving a fare increase for a motor car- 
rier, observed that the carrier’s present 
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operating ratio of 95.3 left little, if any, 
cushion to absorb even slight increases in 
operating costs and was barely enough 
to permit the continuance of service at 
current cost levels. Re Connecticut R. 
& Lighting Co. Docket No. 8674, Oc- 
tober 30, 1952. 


The Missouri commission, in consider- 
ing an electric company’s application for 
operating authority, ruled that franchises 
from a city incorporated after a county 
court has granted franchises covering the 
unincorporated territory subsequently 
included in the boundaries of such a new- 
ly created municipality, are not a pre- 
requisite to the right of a utility to serve 
in the city where the utility has already 
commenced operating under the county 
franchise. Re Empire Dist. Electric Co. 
Case No. 12,430, October 17, 1952. 


The North Carolina commission ap- 
proved an increase in rates for a tele- 
phone company where it appeared that 
the company had made an equitable dis- 
tribution of the additional revenue to be 
derived from the proposed rates and that 
the rates were just and reasonable for 
the class and type of service offered and 
that the company’s rate of return would 
be somewhere between 6.14 and 6.21 per 
cent after the new rates were made ef- 
fective. Re Central Teleph. Co. Docket 
P-10, Sub 19, November 5, 1952. 


A Federal district court held that a 
common carrier, when acting outside of 
the performance of its required legal 
duty, is privileged to enter into a con- 
tract as a private carrier to transport 
goods which it is not required to carry. 
Louisville & N. R. Co. v. United States, 
106 F Supp 999. 


The California commission dismissed 
an application for authority to suspend 
warehouse operations temporarily and 
held that such authority was abandoned 
and was no longer in any force or effect 
in a certain municipality where the 
warehouseman transferred operations to 
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another municipality without authoriza- 
tion. Re Pacific Coast Terminal Ware- 
house Co. Decision No. 47636, Applica- 
tion No. 33276, Case No, 5354, August 
26, 1952. 


The California commission held that 
the fact that a radial highway common 
carrier’s operations to some points served 
has not been performed with such regu- 
larity as to characterize that service as a 
highway common carrier operation does 
not prevent the carrier from being re- 
strained from serving other points where 
transportation is conducted with such 
regularity that operations become those 
of a highway common carrier. Re Bonita 
(Avon Express) Decision No. 47658, 
Case No. 5323, September 2, 1952. 


The California commission held that 
existing minimum rates, rules, and regu- 
lations applicable to all motor carriers 
shall not apply to independent-contrac- 
tor motor carrier lessors, except for cer- 
tain dump-trucking services. Re Prac- 
tices by Motor Carriers of Leasing and 
Subhauling, Decision No. 47663, Case 
No. 4808, September 2, 1952. 


The California commission held that 
motor carriers, which specialize in a par- 
ticular type of transportation and are lim- 
ited as to the class of shippers served, 
type of commodity transported, and in 
other ways are none the less common car- 
riers so long as they hold themselves out 
to serve all shippers and carry all com- 
modities within the categories to which 
they are limited, and that parcel delivery 
has been recognized as a proper field of 
specialization. Re United Parcel Serv- 
ice of Los Angeles, Inc. Decision No. 
47716, Application No. 33086, Septem- 
ber 16, 1952. 


The South Dakota commission ap- 
proved the transfer of several motor car- 
rier certificates where no new operating 
rights would be created by the transfer 
and where the transferee was a corpora- 
tion owned by responsible stockholders, 
managed by men of wide experience in 
the transportation field, adequately 
financed, and capable of effecting many 
operating economies not available to the 
present certificate holders. Re Transport 
Inc. 9118-B, 9230-B, 9383-B, 10224-B, 
November 6, 1952. 
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ALABAMA PUBLIC SERVICE COMMISSION 


Re Southern Bell Telephone & 
Telegraph Company 


Docket No. 13175 
October 17, 1952 


PPLICATION by telephone company for authority to increase 
1 \ intrastate rates; denied. 


Rates, § 2— Nature of rate making — Legislative function. 
1. Rate making is a legislative rather than a judicial function, and the 
Commission, acting within limitations of the statute which created it, must 
have constantly before it as an ultimate and paramount objective the interest 
of the public as a whole, p. 7. 


Return, § 16 — Right to earn. 
2. A utility must be permitted to earn a fair net return on the reasonable 
value of its property devoted to public service, p. 7. 

Return, § 11 — Investment basis. 


3. Net average investment is not the sole criterion for arriving at a fair 
rate of return, but it is of importance, particularly when there is a great 
difference between net average investment and invested capital, p. 10. 


Valuation, § 215— Rate base determination — Real estate held for future use. 


4. Real estate held for future use was excluded from a telephone company’s 
rate base where it was not being held for imminent use and where it was 
unlikely that the company could project definite plans for its use, p. 11. 


Valuation, § 290 — Working capital allowance — Effect of tax accruals — Billing 
periods. 

5. Cash working capital and materials and supplies were eliminated from a 

telephone company’s rate base where the amounts claimed were offset by 

funds provided through net accrued taxes, where there was a lag in pay- 
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ment for materials and supplies purchased from an affiliate, and where 
charges for exchange service were billed in advance, p. 12. 


Return, § 35 — Reasonableness — High construction costs. 


6. The depressing effect of high construction costs was not considered 
in determining a telephone company’s earning requirements, since an allow- 
ance for such costs would necessarily be predicated upon speculation into 
the future, p. 13. 


Valuation, § 224 — Construction work in progress — Interest factor. 
7. Telephone plant under construction was excluded from a rate base where 
interest during construction was not included in the company’s operating 
revenues for rate-making purposes, p. 14. 


Expenses, § 114 — Income taxes — Consolidated tax returns. 
8. A reduction of an operating telephone company’s income tax burden due 
to the filing of a consolidated return with its parent company and affiliates 
should be given effect in computing the company’s operating expenses for 
rate-making purposes, p. 17. 

Return, § 27 — Attraction of capital — Dividend and surplus requirements. 
9. A public utility must earn not only its current dividends but also an addi- 
tional amount sufficient to maintain its surplus at a figure which will assure 
continuity of dividends in less profitable years, but the public should not 
be burdened with rates over and above those necessary to yield such a 
reasonable surplus, p. 19. 


Return, § 25 — Reasonableness — Comparison with other enterprises. 


10. The return of a public utility should be equal to that generally earned 
by others in the same general locality, in business undertakings attended 
by corresponding risks and uncertainties, p. 19. 


Return, § 111 — Telephone company. 


11. A telephone company was denied a rate increase where existing rates 
were yielding a return of 6.01 per cent on the company’s average net invest- 
ment, p. 19. 


¥ 


APPEARANCES: Robert E. Steiner, 1. Under present economic condi- 


Jr., E. W. Smith, and Jefferson Davis, 
for the petitioner; Si Garrett, At- 
torney General of Alabama, M. Ro- 
land Nachman, Assistant Attorney 
General, and Maurice F. Bishop, 
Attorney, for the state of Alabama, 
and the Alabama Public Service Com- 
mission. 


By the Commission: On the basis 
of the evidence of record in this pro- 
ceeding and for the reasons set out 
fully in the opinion attached hereto 
and made a part hereof this Commis- 
sion finds that : 
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tions and on the basis of the company’s 
present operations, the company is 
allowed a rate of return of 6.01 per 
cent on its average net investment in 
Alabama for the 9-month test period 
ending July 31, 1952, as herein ad- 
justed. 

2. That the company’s adjusted 
Alabama intrastate average net in- 
vestment for the 9-month test period 
ending July 31, 1952, in the amount 
of $71,504,946 represents the reason- 
able value of the company’s Alabama 
properties used and useful in furnish- 
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ing intrastate telephone service upon 
which the company is entitled to earn 
a fair net return. 

3. The schedule of rates and charges 
now in force which were prescribed 
by this Commission in its order of 
January 25, 1952, in Docket No. 
12920, 92 PUR NS 97, adjusted for 
full effect of increased subscriber 
rates effective February 1, 1952, 
Western Electric Price Reductions, 
and the June, 1952, wage increase and 
commission adustments set out in 
opinion hereto attached, will produce 
earnings to the company at the annual 
rate of 6.01 per cent on the company’s 
Alabama intrastate net investment as 
adjusted, and this we find to be a fair 
rate of return. 

4. The company’s average intra- 
state investment in Alabama for the 
9-month test period ending July 31, 
1952, is adjusted to eliminate there- 
from Material and Supplies, Cash Re- 
quirements, Telephone Plant under 
Construction, and Property Held for 
Future Use where it is not proposed 
to be used for several years for reasons 
set out in the opinion attached. The 
average intrastate investment and 
operating revenues are also adjusted 
to give full effect to Western Electric 
price reductions, the June, 1952, wage 
increase and increased subscriber rates 
effective February 1, 1952. 

5. The changes and increases in 
rates and charges proposed by the com- 
pany are not just and reasonable. The 
proposed increases are not justified, 
and hereby are disallowed and denied. 


ORDER 


The Premises considered, the Com- 
mission hereby denies the petition of 
Southern Bell Telephone and Tele- 


graph Company filed on July 21, 1952, 
for an increase in intrastate rates in 
Alabama for the reasons and on the 
basis set out in the opinion attached, 
and orders that all schedules, rates, and 
charges and rules and regulations of 
the company in force and effect under 
its order of January 25, 1952, in 
Docket No. 12920, supra, be continued 
in full force and effect and that the 
changes proposed in the pending peti- 
tion be and the same hereby are dis- 
allowed. 


Opinion 


On July 21, 1952, the Southern 
Bell Telephone and Telegraph Compa- 
ny (hereinafter at times referred to as° 
the ‘“‘company”’) filed a petition with 
the Alabama Public Service Commis- 
sion (hereinafter at times referred to 
as the “Commission” ), under and pur- 
suant to the provisions of Title 48, 
§ 53, of the Code of Alabama of 1940, 
proposing a schedule of increased rates 
and charges for intrastate telephone 
service furnished by the company with- 
in the state of Alabama, which said 
schedule the company proposed to 
make effective on and after August 
21, 1952. Under the provisions of 
Title 48, $54, Code of Alabama of 
1940, this Commission, on its own 
motion, suspended the operation of the 
proposed new schedule of rates and 
charges and set the matter for public 
hearing before the Commission on 
September 23, 1952. Notice of this 
hearing was given to the company and 
to all municipalities and counties af- 
fected by the proposed rate increase. 
Beginning on September 23, 1952, 
testimony for the company was pre- 
sented, following which the hearing 
was recessed to October 1, 1952, to 
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give the Commission representatives 
an opportunity to study the testimony 
presented and exhibits introduced by 
the company, and to prepare cross- 
examination of the company witnesses. 
The hearing was resumed October 1st 
and continued on October 2, 1952, dur- 
ing which time testimony was intro- 
duced on behalf of the public and Com- 
mission representatives, following 
which the case was closed and the mat- 
ter was taken under advisement by the 
Commission for an order. 

Under Title 48, § 54, of the Code 
of Alabama of 1940, the decision and 
order of this Commission must be 
entered not later than sixty days after 
August 21, 1952, otherwise, the pro- 
posed increase in rates would become 
effective. 

In addition to the appearances noted 
above, resolutions were submitted by 
various organizations and agencies op- 
posing any increase in rates. Many 
persons wrote the Commission in op- 
position to any increase and complaints 
regarding inadequate and inefficient 
service also were made by organiza- 
tions and individuals, who wrote to 
oppose the proposed increase. 


Description of Southern Bell Tele- 
phone and Telegraph Company 


The Southern Bell Telephone and 
Telegraph Company is a New York 
corporation, providing local exchange 
telephone service, and both intrastate 
and interstate toll, or long-distance, 
telephone service in the nine South- 
eastern States of Alabama, North Car- 
olina, South Carolina, Florida, Geor- 
gia, Kentucky, Louisiana, Mississippi, 
and Tennessee. As of July 31, 1952, 
the company operated 87 exchanges in 
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Alabama, serving 419,606 company- 
owned telephones. 

The record shows that during re- 
cent years there has been a heavy con- 
tinuing demand for telephone service 
in Alabama, and the number of tele- 
phones owned by the company and in 
service in Alabama has increased from 
187,680 on December 31, 1945, to 
419,606 on July 31, 1952, an increase 
of about 124 per cent. The company 


had on hand 21,743 unfilled orders for 
service and 38,300 requests for higher 
grades of service on July 31, 1952. 


All of the capital common stock of 
the company is owned by the American 
Telephone and Telegraph Company 
(hereinafter at times referred to as 
“AT&T Company” or “American 
Company’’) the financial and service 
unit of the Bell System. On July 31, 
1952, the total capital structure of the 
Southern Bell Company was $828,- 
453,086 of which $180,000,000 was 
represented by Southern Bell deben- 
tures owned by the public. The re- 
mainder was represented by Southern 
Bell equity capital owned by the AT&T 
Company, and by advances from the 
AT&T Company. 

The AT&T Company also owns 
substantially all of the capital stock 
of Western Electric Company, from 
which the Southern Bell obtains the 
greater majority of its supplies and 
equipment, and Western Electric and 
the AT&T Company each own 50 per 
cent of the common stock of the Bell 
Laboratories, the research and devel- 
opment division for telephone and 
other associated fields. The AT&T 
Company is one of if not the largest 
corporation in the world. Its many 
facets of interest and operations pre- 
sent problems of tremendous propor- 
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tion, the solution: of which are de- 
pendent upon factors just as varied 
and involved as the problems them- 
selves. The Southern Bell Telephone 
and Telegraph Company is a party to 
a “Standard Supply Contract” with 
Western Electric, and a “Division of 
Revenues” contract and “License Con- 
tract” with the AT&T Company. Un- 
der the “Standard Supply Contract,” 
Western Electric supplies telephone 
materials to Southern Bell, and under 
their “Division of Revenues,” inter- 
state toll revenues are divided by the 
Southern Bell Long Lines Division of 
the AT&T Company and other Bell 
operating companies and Southern 
Bell is obligated to pay one per cent of 
its gross operating revenues, less uncol- 
lectibles, to AT&T under its “License 
Contract” in return for enumerated 
services rendered by AT&T to the 
company. In addition, as noted, AT 
&T advances funds to Southern Bell 
from time to time, which loans are 
later funded by (1) the issuances of 
debentures to the public, or (2) com- 
mon stock at par to AT&T by the 
company. 


The Proposed Rate Schedule 


The company has requested a total 
increase of $917,710. Under the com- 
pany’s proposal, the increase would be 
obtained by: 

(1) Increasing the public and semi- 
public pay phone local call rate from 
5 cents to 10 cents, which the company 
estimated would produce approximate- 
ly $381,700 in additional annual gross 
revenues. 

(2) Increasing rates for some pri- 
vate branch exchange flat rate stations, 
which the company estimates would 


produce approximately $160,800 ad- 
ditional annual gross revenues. 

(3) Connecting, moving, or chang- 
ing telephone service to provide ap- 
proximately $78,800 in additional 
gross revenues. 

(4) Increasing intrastate toll rates 
on certain calls made on a person-to- 
person basis or at night and Sunday, 
which the company estimates would 
produce approximately $261,000 in 
additional annual gross revenue. 

(5) Increasing its rates for some 
business extension stations, for restor- 
ing telephone service which has been 
disconnected for nonpayment of the 
bill; by increasing foreign exchange 
mileage charges and_teletypewriter 
exchange service rates on local and 
interchange connections, which the 
company estimates would produce ap- 
proximately $35,300 in additional an- 
nual gross revenue. 

It was developed that the cost to the 
company of converting pay station 
telephones from 5 cents to 10 cents 
would be approximately $139,000 and 
costs of necessary central office mod- 
ifications and additions would be about 
$24,000, making the total cost of con- 
version $163,000. During the last 
hearing before this Commission, in 
January, 1952, company witnesses esti- 
mated it would require nine months 
to complete the conversion. In this 
hearing, company witnesses reduced 
the estimated time required to com- 
plete the conversion to three months. 
No proposal was advanced as to any 
other source of revenue from which to 
obtain the additional revenue desired 
from this source until such time as 
the conversion could be completed. 

Following the end of World War 
II, the company filed an application 
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with this Commission on October 28, 
1947, for approval of a schedule of 
increased rates and charges. By order 
dated March 5, 1948, in Docket No. 
11272, 75 PUR NS 298, this Com- 
mission granted the company an in- 
crease in rates of $360,000. From this 
order, the company appealed, and pur- 
suant to supersedeas issued from the 
circuit court of Montgomery county, 
and approved by the presiding judge, 
the company placed into effect an in- 
creased schedule of rates calculated to 
produce additional revenue of $2,530,- 
000 (which included the $360,000, al- 
lowed by the Commission). The 
supersedeas permitted the company to 
place in effect, under bond, the pro- 
posed schedules of increased rates 
which it had filed with the Commission 
on October 28, 1947. On January 
18, 1949, the circuit court of Mont- 
gomery county rendered an opinion 
and decree setting aside the order of 
the Commission. The Commission 
then appealed to the supreme court 
of Alabama, and on November 3, 1949, 
the supreme court rendered its decision 
in Public Service Commission  v. 
Southern Bell Teleph. & Teleg. Co. 
253 Ala 1, 84 PUR NS 221, 42 So 
2d 655, affirming the decree of the 
circuit court and ordering, inter alia, 
that: 

“.. . the record and matters there- 
in assigned for errors, being argued 
and submitted and duly examined and 
understood by the court, it is con- 
sidered, ordered, adjudged, and de- 
creed that the decree of the circuit 
court be so modified as to remand the 
case to the Alabama Public Service 
Commission for further proceedings 
therein, and the principles of law laid 
down in the opinion of this court shall 
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govern any further proceedings before 
the Alabama Public Service Commis- 
sion, it being the duty of the Public 
Service Commission to fix a rate for 
the Southern Bell Telephone and Tele- 
graph Company in accordance with the 
opinion of this court. In the mean- 
time, until the said Commission shall 
take action on rates and charges to 
be made in the future by the petitioner, 
Southern Bell Telephone and Tele- 
graph Company has the right to make 
the rates and charges as proposed by it 
without the necessity of filing any 
supersedeas or other bond; and all 
supersedeas bonds heretofore filed in 
this cause by said company are dis- 
charged and all parties thereto freed 
from any liability thereunder. 

“As thus corrected and modified the 
decree of the circuit court be and the 
same is hereby affirmed.” (Italics 
supplied. ) 

By virtue of the supersedeas order, 
the company, as stated, was permitted 
to increase its gross revenues in Ala- 
bama in the amount of $2,530,000, ef- 
fective April 27, 1948. 

As a result of the decision of the 
supreme court, the rates were further 
increased, effective August 16, 1950, 
in the amount of $3,308,000. On Oc- 
tober 31, 1951, the company filed a 
petition seeking total additional annual 
eross revenues in the amount of $6,- 
658,672. After hearing, the Commis- 
sion granted the company increases to 
total $3,655,921 effective February 1, 
1952. 

By virtue of the aforesaid decision 
of the Alabama supreme court, and 
orders of this Commission pursuant 
thereto, intrastate rates of the com- 
pany in Alabama have been increased 
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since 1948 in the total amount of $9,- 
493,921. 

As noted, the last increase granted 
the company, in the amount of $3,- 
655,921, was effective February 1, 
1952, approximately six months prior 
to the filing of the instant petition, 
which the company states was prompt- 
ed by a wage increase granted to cer- 
tain of its employees effective June, 
1952. If the increase of $917,710 
sought by the company is given, the 
customers in Alabama will be required 
to pay a further and additional sum in 
Federal excise taxes in the amount of 
$97,520 by reason of such an increase, 
making the total increase to the Ala- 
bama customers of $1,015,230. It is 
interesting and important to note that 
of the $917,710 increase sought, the 
company would be required to pay 49 
per cent thereof to the Federal gov- 
ernment and one per cent to the Ameri- 
can Company under the “License Con- 
tract’ arrangement. 


Legislative Standards 


[1, 2] Rate making is a legislative 


and not a judicial function. As we 
understand the rdle of this Commis- 
sion in these proceedings, it is, there- 
fore, not that of a court or referee 
passing objectively upon the conflict- 
ing claims of adversary parties, ap- 
proaching its task with a high indif- 
ference as to which shall prevail, but 
concerned only that the end result is 
reached.in accordance with applicable 
principles and procedures. The role of 
the Commission rather is that of a leg- 
islative body of specialized and limited 
powers, and though required at all 
times to act within the framework and 
limitations of the statute which created 
it, it must, nevertheless, have constant- 


ly before it as an ultimate and para- 
mount objective, the interest of the 
public as a whole, which, though not 
present in the hearing room, is an es- 
sential party to the proceedings. The 
Commission must strive to be always 
conscious of its responsibility to these 
nonpresent but essential parties because 
they can have no effective representa- 
tion except through the Commission. 

As noted, this Commission is of 
statutory creation. Its powers and 
duties are defined by statute, among 
which is Title 48, § 52 of the Code 
of Alabama of 1940, which provides 
as follows: 

“The rates and charges for the 
services rendered and required shall 
be reasonable and just to both the util- 
ity and the public. Every utility shall 
be entitled to such just and reasonable 
rates as will enable it at all times 
to fully perform its duties to the public 
and will, under honest, efficient, and 
economical management, earn a fair 
net return on the reasonable value of 
its property devoted to the public serv- 
ice. In any determination of the Com- 
mission as to what constitutes such a 
fair return, the Commission shall give 
due consideration, among other things, 
to the requirements of the business 
with respect to the utility under con- 
sideration, and the necessity, under 
honest, efficient, and economical man- 
agement of such utility, of enlarging 
plants, facilities, and equipment of the 
utility under consideration, in order 
to provide that portion of the pub- 
lic served thereby with adequate 
service.” 

The term “utility” as defined in the 
Alabama statutes includes telephone 
companies. General Acts of Alabama 
of 1951, Vol. II p. 1637. 
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Title 48, § 54, Code of Alabama, 
reads as follows: 

“To enable it to make such in- 
vestigation as, in its opinion, the pub- 
lic interest requires, the Commission 
in its discretion, for a period not ex- 
ceeding sixty days may suspend the 
operation of any new schedule of rates 
or service regulations filed with the 
Commission. Unless as a result of its 
investigation, the Commission other- 
wise orders before the termination of 
such period of sixty days, such rate 
or service regulation shall thereupon 
become effective. The Commission 
may make any order in the premises 
which it is authorized by any of the 
provisions of this title to make in any 
investigation or complaint, or on its 
own motion without complaint. Un- 
der this section the Commission may 
act with respect to rates and service 


regulations of any utility prior to a 
valuation of the property of the utility 
affected.” 


Title 48, § 57, of the Code of Ala- 
bama of 1940, requires the Commis- 
sion to make an investigation upon the 
complaint that any rate or service is 
unfair, unreasonable, unjust, or inad- 
equate. 


While the foregoing statutes ex- 
pressly require that the Commission, 
in passing upon the reasonableness of 
rates and charges and of the ultimate 
fair net return to be allowed the util- 
ity, give consideration to certain fac- 
tors, such, for example, as the financial 
needs of the utility if it is to fully per- 
form its duties to the public and be 
able to enlarge its facilities to serve 
growing public needs, the ultimate 
standards to be applied are the wholly 
subjective standards of fairness, rea- 
sonableness, and justice. The rates 
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and charges must be “reasonable” and 
“just.” The utility must be permitted 
to earn a “fair” net return on the 
“reasonable” value of the property 
devoted to the public service. If com- 
plaint is made that rates are “unfair,” 
“unreasonable,” “unjust,” or “inad- 
equate,” the Commission is required 
to make an investigation and take ap- 
propriate action to remedy the matter. 

These standards, as we have said, in 
the final analysis, must depend upon 
the personal judgments and values of 
the individuals applying them whether 
those individuals sit as a regulatory 
agency or a court of law. But, as we 
have pointed out above, the objective 
to be kept in mind, under the express 
mandate of the statutes is justice and 
fairness to the public as well as the 
utility. 

Moreover, in so far as the public 
is concerned, this Commission is the 
forum of last resort. If the Commis- 
sion should exceed the limits of its 
statutory authority, the courts are al- 
ways open to a utility for a re-dress of 
any grievance that the Commission 
may have done to it. If, however, the 
Commission should fail to live up to 
its clear-cut responsibility to the public, 
then the public has no further recourse 
because no individual member of the 
public, nor any municipality as a repre- 
sentative of the public, has any right 
to appeal from an order fixing tele- 
phone rates, Birmingham v. Southern 
Bell Teleph. & Teleg. Co. (1937) 234 
Ala 526, 21 PUR NS 36, 176 So 301, 
although the state, acting through the 
attorney general, may do so. 

The legislative standards and the 
major problems involved were consid- 
ered in detail by the supreme court of 
Alabama, in Public Service Commis- 
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sion v. Southern Bell Teleph. & Teleg. 
Co. (supra) (1949) 253 Ala 1, 84 
PUR NS 221, 230, 232, 42 So2d 655, 
where the court recognized and af- 
firmed a number of controlling legal 
principles as follows: 

“(1) The reasonable rate of return 
depends upon many circumstances. It 
cannot be developed by a rule of 
thumb calculation. It must be deter- 
mined in the exercise of a fair, enlight- 
ened and independent judgment in the 
light of all the relevant facts. . . . 

“(2) The rate of return must be 
equal to that generally being earned 
by others in the same general locality 
in business undertakings attended by 
corresponding risks and uncertainties. 


“(3) The return must be sufficient 
to assure the investors’ confidence in 
the financial soundness of the utility 
enterprise and enough to maintain and 
support its credit so that it will be able 
to raise the money necessary to im- 
prove and expand its service in the dis- 
charge of its public duties. . . . 

“(4) In determining the reason- 
ableness of rates, it is necessary to con- 
sider the effect of the rates imposed in 
the light of the utility’s present situ- 
ation and in the light of its require- 
ments and opportunities.” 


Separations 


The regulation of the interstate op- 
erations of a telephone utility is under 
the jurisdiction of the Federal Com- 
munications Commission, while the 
regulation of the Alabama intrastate 
operations of such a utility is vested 
in this Commission. Practically all 
of the company’s plant in Alabama is 
used in both intrastate and interstate 
service, and, to obtain operating results 


for intrastate service, it is necessary to 
eliminate that part of the company’s 
investment, revenues, and expenses 
that is assignable to interstate in order 
that the appropriate jurisdiction of the 
competent governmental authority may 
be exercised. 

The intrastate operating results sub- 
mitted in this case were those which 
resulted from the application of the 
standardized separations procedures 
which were developed by the joint ef- 
forts of committees of the National 
Association of Railroad and Utilities 
Commissioners and of the Federal 
Communications Commission, and 
representatives of the Bell System in- 
cluding the effect of the October, 1951, 
modifications of those procedures. 
The separate factors so established 
have been used by Commissions gen- 
erally and are a source of continuing 
study by NARUC and the company 
and the FCC. Since their issuance, 
these separation factors have been used 
by this Commission. 


The Test Period Considered 


A 9-month test period ending July 
31, 1952, was used by the company in 
showing its level of earnings. How- 
ever, the actual results of operation for 
this period were adjusted by the com- 
pany to reflect for the entire period 
certain important changes which had 
occurred in the interim. Adjustments 
were made by the company for the 
following: 

1. Subscriber rates made effective 
February 1, 1952, per order of this 
Commission resulting from Docket 
No. 12920, 92 PUR NS 97. 

2. Western Electric price reductions 
of 7 per cent made effective April 1, 
1952, and 12 per cent made effective 
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August 1, 1952. These reductions 
were applicable to supplies and equip- 
ment manufactured by that company. 

3. Wage increase granted by the 
company to certain of its employees 
effective June, 1952. 

It is believed that these adjustments 
are proper since the above changes 
have actually gone into effect and are 
not therefore of a speculative nature. 
Too, the amounts adjusted are be- 
lieved to be accurate since the nature 
of the changes makes it readily re- 
ducible to dollar amounts. The ad- 
justment for the wage increase is dis- 
cussed under a separate section of this 
opinion and approval of this adjust- 
ment is qualified to the extent of the 
remarks contained therein. In addi- 
tion to the adjustments made by the 
company, enumerated above, this Com- 
mission also made certain adjustments 
affecting the operating results for this 
test period which the Commission feels 
are necessary in determining the ad- 
equacy of the company’s earnings. 
These adjustments are discussed else- 
where in this opinion. 


In the next preceding petition made 
to this Commission by the company 
for an increase in rates (Docket No. 
12920), supra, 92 PUR NS at p. 106, 
operating results for two test periods 
were presented—a 12-month period 
ended July 31, 1951, and a 3-month 
period ended October 31, 1951. Re- 
sults for both periods were considered 
in determining the company’s rate of 
earnings. It was stated in the opinion: 
“We do not consider this latter operat- 
ing statement covering the three 
months’ period ending October 31, 
1951, as wholly representative of the 
company’s going level of earnings.” 
Nevertheless, a 12-month statement 
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was available for consideration. In the 
instant proceeding, however, no 12- 
month statement was presented. Al- 
though it might be wise under certain 
conditions to consider a test period 
of less than twelve months, it is still 
desirable that a 12-month period be 
considered. A 12-month period re- 
flects any seasonal variations in operat- 
ing results and tends to minimize, or 
iron out, any unusual fluctuations. 

Since the submission of operating 
results for a 12-month test period 
would have delayed this hearing con- 
siderably and bearing in mind the 
statutory limitations on time in which 
to issue an order under a proceeding 
of this kind, the company was not 
required to submit this information. 
However, the Commission will expect 
such information if and when the com- 
pany again comes before it for any 
adjustment in rates. 


Composition of the Rate Base 


[3] The company’s testimony per- 
taining to its level of earnings was 
based on the relationship of net op- 
erating income to both net and gross 
average investment for the 9-month 
period ended July 31, 1952. Average 
investment used by the company was 
comprised of the following: 


Telephone Plant in Service $88,426,804 
Telephone Plant under Construc- 
tion 1,088,659 
Property Held for Future Tele. 
54,564 


1,075,308 
253,845 


Gross Average Investment ... $90,899,180 


Average Depreciation Reserve ... 16,951,581 


Net Average Investment ..... $73,947,599 


At the request of this Commission 
the company furnished the amount of 
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average invested capital by classes for 
the 9-month period apportioned to 
Alabama intrastate .on the basis of 
net investment after eliminating capital 
applicable to nontelephone invest- 
ments : 


$50,509,966 
1,867,973 
1,144,038 
15,981,669 


$69,503,646 


Common Stock 

Surplus . 

Advances from AT&T Co. ...... 
Debenture Bonds 


Thus it can be seen that net average 
investment exceeds invested capital by 
the amount of $4,443,953. A return, 
therefore, based on net average invest- 
ment includes a return on this $4,443,- 
953 which is not represented in in- 
vested capital We appreciate that 
economists and the courts have recog- 
nized that investment is not the sole 
criterion for arriving at a fair rate of 
return, but it is of importance, par- 
ticularly when, as here, such a differ- 
ence exists. 

In Public Service Commission v. 
Southern Bell Teleph. & Teleg. Co. 
supra, the Alabama supreme court ap- 
proved the use of net investment as a 
proper rate base. Reasonableness of 
the company’s level of earnings for this 
proceedings is judged on the basis of 
the relation of net operating income for 
the test period to average net invest- 
ment, as adjusted. Use of average net 
investment is preferable to investment 
as of a particular date since revenues 
for a test period can then be correctly 
related to the plant which was used 
during that period in producing the 
revenues. 

Exception is taken to certain com- 
ponents of net average investment as 
determined by the company. In order 
to properly gauge the level of earnings 


it was considered just and reasonable 
to eliminate all or part of the amounts 
for Telephone Plant under Construc- 
tion, Property Held for Future Tele- 
phone Use, Cash Requirements, and 
Materials and Supplies from net aver- 
age investment. Each of these com- 
ponents is discussed in sections which 
immediately follow. 


Property Held for Future 
Telephone Use 


[4] The company has included an 
amount of $54,564 in its net average 
investment rate base which represents 
Property Held for Future Telephone 
Use. Under the Uniform System of 
Accounts prescribed by the Federal 
Communications Commission there are 
two basic requirements that must be 
satisfied before property can be classi- 
fied to this account : it must be held for 
imminent use in telephone service ; and 
there must be a definite plan for such 
use. The account is defined in the 
Uniform System of Accounts as “This 
account should include the original 
cost—of property owned and held for 
imminent use in telephone service un- 
der a definite plan for such use.” Al- 
though this Commission is not bound 
by the provisions of the Uniform Sys- 
tem of Accounts, it does believe that 
this particular definition serves as a 
good criterion in passing upon the pro- 
priety of including such plant in the 
rate base. 

In response to a request, the com- 
pany furnished a detail of the property 
which comprised this account. This 
showed that all the property would be 
placed in telephone service by the end 
of the current year except two parcels 
of land described below : 
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Description Intended Use 
Vacant lot 
(Florence, Ala.) 
Vacant lot 


(Sheffield, Ala.) 


central office 


central office 


No objection is interposed to the in- 
clusion in the rate base of that prop- 
erty which is scheduled to be placed 
in telephone service during the current 
year, but exception is taken to the 
two parcels of land described above. 
One parcel is scheduled for use in eight 
years and the other in eleven years 
from the respective dates each was 
charged to this account. Under such 
conditions, this property could not pos- 
sibly be construed as being held for 
imminent use. It is also unlikely that 
the company could project definite 
plans eight to eleven years into the 
future. This is borne out by a state- 
ment made by the company in connec- 
tion with the submission of a list of 
manual central offices scheduled to be 
converted to dial by December 31, 
1955. Included in this information 
submitted in response to a Commission 
request was a statement which read 
as follows: “The company has no 
definite plans for other conversions at 
this time beyond the 1954 schedule 
for Huntsville.” 

The two parcels of property to which 
exception is taken possess more of the 
characteristics of an investment than 
they do property held for imminent 
telephone use and it does not appear 
equitable to require subscribers who 
will not receive any benefit from this 
property to provide a return on it un- 
der such conditions for a period of be- 
tween eight and eleven years. 


As noted in Re New England 
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Date Charged 
to this Acct. 


Date to 
be Used 


Intrastate 
Average Cost 


Site for building to house new dial 


$15,285 May, 1950 1958 


Site for building to house new dial 


9,546 1958 


$24,831 


Oct., 1947 


Teleph. & Teleg. Co. (1949) 115 Vt 
494, 79 PUR NS 508, 519, 66 A2d 
135: 

“Several rules are followed in deal- 
ing with the question of property held 
for future use. The one most 
generally adopted, and the one which 
appeals to us, recognizes that business 
judgment must be employed to antic- 
ipate future needs and that this judg- 
ment may not be arbitrarily interfered 
with. The test generally applied by 
these cases is whether the time for 
using the property in question is so 
near that it may properly be held to 
have the quality of working capital.” 

The decision of the California Com- 
mission including in the rate base prop- 
erty held for future use if it is to 
be used within two years and other- 
wise excluding it appears to be sound, 
and supported by the authorities. Re 
Pacific Teleph. & Teleg. Co. (1948) 
75 PUR NS 379. 


Materials and Supplies and 
Cash Requirements 


[5] Although the Commission in 
its findings under Docket No. 12920 
(1952) 92 PUR NS 97, eliminated 
Materials and Supplies and Cash Re- 
quirements from the rate base the 
company again has included them. 
The Commission still holds to the 
thinking which is expressed in its opin- 
ion rendered in connection with the 
former proceeding. Both of these 
items were eliminated from the rate 
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base without passing upon the propri- 
ety of their inclusion by the company 
but upon the premise that the amounts 
claimed therefor are offset by funds 
provided through net accrued taxes. 
The opinion in that proceeding was 
based upon a comparison of net ac- 
crued taxes with the amounts claimed 
for the two items in question. A some- 
what similar comparison can be made 
in the instant proceeding from informa- 
tion requested from the company. A 
month-by-month comparison was 
made for the 9-month period ended 
July 31, 1952, of the total of Cash 
Requirements and Materials and Sup- 
plies with certain offsetting items in- 
cluding net accrued taxes. A com- 
parison of the averages for this pe- 
riod reveals the following : 


Materials and Supplies $1,072,089 
Cash Requirements 253,975 


$1,326,064 


Federal Income Tax and Social 

Security Tax Withheld from Em- 
$226,682 

Federal Excise Tax Collected from 
Subscribers but not Remitted ... 1,070,213 
Net Accrued Taxes 3,368,623 
$4,665,518 


The above figures indicate that the 
funds provided from the sources 
shown are approximately 352 per cent 
of the amount claimed by the company 
for Materials and Supplies and Cash 
Requirements. There was a range 
from 271 per cent to 419 per cent on 
a month-to-month basis. These fig- 
ures represent combined amounts 
(intrastate and interstate) since it was 
not practicable to make an intrastate 
allocation for certain of these items. 

There are several other factors 
which tend to offset the company’s 
claim for working capital: 


1. The greater portion of Materials 
and Supplies represent purchases from 
Western Electric Company. Under 
the terms of the contract with that 
company there is a lag in payment 
of approximately forty-five days. 
Therefore, a considerable portion of 
the amount claimed for Materials and 
Supplies is not paid for. 

2. Charges for exchange service are 
billed in advance and toll service in 
arrears. However, exchange revenue 
is considerably greater than toll rev- 
enue. This is particularly true as re- 
gards intrastate revenue. 

3. The period, or lag, between the 
time goods or services are received 
and the date they are paid for. 

There does not seem to be any jus- 
tification whatsoever for the company 
to receive any return on the amounts 
claimed by it for Materials and Sup- 
plies and Cash Requirements. 


Depressing Effect of High 
Construction Costs 

[6] Although the company did not 
specifically ask for additional revenues 
to offset the alleged depressing effect 
of high construction cost, testimony 
was offered tending to show its effect. 

In the company’s next preceding ap- 
plication for an increase in telephone 
rates (Docket No. 12920), supra, tes- 
timony was offered to show the esti- 
mated dollar amount of this depressing 
effect which the company urged the 
Commission to consider in determin- 
ing the company’s earning require- 
ments. The Commission did not con- 
sider an adjustment proper for this 
alleged effect and so stated in its opin- 
ion. Nothing has been presented to 
change our opinion in that regard and 
for the reasons stated in that opinion 
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the Commission still does not consider 
this alleged depressing effect in deter- 
mining the company’s earning require- 
ments. 

An allowance for the alleged de- 
pressing effect of high construction 
costs would necessarily be predicated 
upon speculation into the future. It 
would particularly involve prediction 
of future economic conditions and fu- 
ture levels of construction activities. 
Such predictions cannot be made with 
reasonable accuracy. 

Certain changes have taken place 
offsetting construction costs since the 
company was last before this Commis- 
sion for an increase in rates. Western 
Electric Company reduced its prices 7 
per cent on equipment manufactured by 
them effective April 1, 1952, and an 
additional 12 per cent, effective Au- 
gust 1, 1952. That company also 
made a slight increase in charges for 
installing equipment, effective May 1, 
1952. The June, 1952, wage increase, 
previously referred to, resulted in in- 
creasing construction costs. The over- 
all effect of these changes was to re- 
duce construction costs about $500,000 
a year, based on additions to plant 
made during the period October 1, 
1951, to July 31, 1952. Percentage- 
wise, construction costs are reduced 
approximately 3.25 per cent by these 
changes. 

These Western Electric price reduc- 
tions provide an example of the im- 
practicability of predicting future con- 
struction costs. 

The company’s gross combined tele- 
phone plant in service has increased 
from $40,603,288 at the end of 1945 
to $106,960,249 at July 31, 1952, an 
increase of 163 per cent. The balance 
at the end of 1945 represents plant 
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placed at relatively low costs while 
the additions since then were made at 
high postwar levels. The ratio of 
plant placed at high postwar costs to 
plant placed at relatively low-cost, pre- 
war prices becomes greater and great- 
er. Consequently, the current cost of 
adding a station should gradually ap- 
proach the average cost of all stations 
in service. Ata result, the depressing 
effect of high construction costs al- 
leged by the company will gradually 
diminish. 

Reduced construction activity would 
also reduce the alleged depressing ef- 
fect of high construction costs. Such 
is indicated, for example, by the sit- 
uation regarding the conversion from 
manual to dial equipment. As of July 
31, 1952, there were 419,606 stations 
in Alabama, of which 325,954 or 78 
per cent were dial. Conversions sched- 
uled through 1954 would add 35,168 
to the number of dial telephones mak- 
ing 86 per cent of all stations dial. 
Since the program of conversions will 
obviously soon be complete or greatly 
reduced, the amount of new construc- 
tion should also tend to decline. Con- 
versions of manual central offices to 
dial along with other associated costs 
have constituted a significant part of 
postwar construction costs. 

There was a smaller net gain in sta- 
tions in 1951 than in any other year 
during the postwar period 1946-1951, 
inclusive, except for the year 1950. 
This again points to a possible decline 
in the postwar expansion program. 


Telephone Plant under Construction 


[7] One of the questions consid- 
ered by the supreme court of Alabama 
in Public Service Commission  v. 
Southern Bell Teleph. & Teleg. Co. 
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supra, 253 Ala 1, 84 PUR NS at p. 
243, was whether construction work in 
progress should have been considered 
for rate-making purposes. In that 
case, this Commission deducted from 
the rate base the actual expenditures 
made for Telephone Plant in the course 
of construction for the reason, as noted 
by the supreme court in its opinion, 
that : 

“.. . during the period of construc- 
tion the company ‘has the right to 
assign an earning rate through the 
capitalization of interest during con- 
struction.’ ” 

The circuit court of Montgomery 
county held that the amount represent- 
ing construction work in progress 
should have been considered and in- 
cluded in the rate base. The supreme 
court affirmed that conclusion and 
stated as its reason therefor that, id. 
at p. 243: 

“. . . in computing its earnings re- 
quirement, the company eliminated 
therefrom the entire amount of in- 
terest during construction. There can 
be no duplication when the item of 
interest during construction is elim- 
inated because the interest being cap- 
italized is used to reduce the amount 
of revenue which would otherwise be 
required.” 

In deference to the decision of the 
supreme court we included Telephone 
Plant under Construction in the rate 
base in our order of January 25, 1952, 
in Docket No. 12920, 92 PUR NS 97. 
We also included interest capitalized 
in operating revenues for the test pe- 
riod. In that case, company witnesses 
admitted the practice of capitalizing 
interest during construction at the an- 
nual rate of 5 per cent, but claimed that 
the company did not receive a double 


return, since in computing its earnings 
requirement on invested capital the 
company eliminated therefrom the 
amount of interest included in Tele- 
phone Plant under Construction. 

Here, we have eliminated Telephone 
Plant under Construction from the rate 
base and we have not included interest 
capitalized in the operating revenues 
for the test period. We are convinced 
this is the proper course to pursue, 
otherwise we would never so hold in 
view of the decision of our supreme 
court. In doing so, we are not un- 
mindful of the fact, previously noted, 
that in so far as the individual sub- 
scriber is concerned they could never 
have this opinion of the court reviewed 
by an appeal from our order. It is 
our opinion that in the interest of 
equity and on the basis of the rea- 
sons hereinafter recited, Telephone 
Plant under Construction should be 
excluded from the rate base altogether. 

As noted in our previous order in 
Docket 12920, supra, 92 PUR NS at 
p. 108, the Uniform System of Ac- 
counts prescribed by the Federal 
Communication Commission provides 
the following instructions with respect 
to Telephone Plant under Construc- 
tion: 

“(a) This account shall include the 
original cost . . . of construction of 
telephone plant not completed ready 
for service at the date of the balance 
sheet. It shall include interest during 
construction, taxes during construc- 
tion, and all other elements of cost 
of such construction work. 


“(b) When any telephone plant, 
the cost of which has been included 
in this account, is completed ready for 
service, the cost thereof shall be cred- 
ited to this account, and charged to 
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the appropriate telephone plant or 
other accounts.” 

These regulations recognize interest 
during construction as a capital cost 
and they distinguish property under 
construction (Account 100.2) from 
revenue-producing property (Account 
100.1) Telephone Plant in Service. 
Our supreme court expressed the opin- 
ion that since interest was capitalized 
and used to reduce the amount of 
revenue required, there could be no 
double return. The entire picture per- 
haps can best be illustrated by an ex- 
ample based on the case here pending. 
The average investment in Telephone 
Plant under Construction for the nine- 
months’ period ending July 31, 1952, 
was $1,088,659, which sum includes 
$31,932, after adjustment, as interest 
charged during construction. In the 
case here pending, the company did not 
include interest charged during con- 
struction in its operating revenues for 
the purpose of the rate base. If the 
fair rate of return is fixed at 6 per 
cent on net investment, then earnings 
allowed on property under construc- 
tion will be (6 per cent of $1,088,659) 
$65,320. The effect of including in- 
terest in operating revenues reduces 
these earnings to $33,388. However, 
when the property is actually placed in 
use, it will produce $65,320, assuming 
the earnings at rates calculated to pro- 
duce a return of 6 per cent on net in- 
vestment. 

As noted by Hon. Joseph R. Rose 
in the Bell Telephone System Rate 
Cases (1951) 37 Va Law Rev 699, 
710: 


“To prevent a double return when 
property under construction is added 
to the rate base, an estimate must be 
made of the future earnings of the 
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property when placed in service and 
included in the allowable return. It 
is preferable, however, in the interest 
of simplicity to exclude the property 
altogether. This does no injustice to 
the utility since interest is capitalized, 
and the property earns a return when 
placed in service.” 

In New England Teleph. & Teleg. 
Co. v. State (1949) 95 NH 353, 78 
PUR NS 6/7, 79, 64 A2d 9, it was 
observed and declared that: 


“The items (property under con- 
struction) were excluded . . . by the 
state’s expert witness . . . because 
the effect upon return would be offset 
by increases in earnings when the plant 
should be placed in service. The com- 
pany attacks his reasoning by reference 
to the testimony of its vice president 
that new construction would furnish 
no commensurate increase because it is 
designed primarily to effect improve- 
ments in existing service. The issue 
presented is essentially one of fact for 
the Commission’s determination. The 
same company official testified that ‘a 
great deal of the gross new construc- 
tion’ for the years 1946-1948 ‘is in 
addition to and not replacing former 
plant, and is adding to the total usable 
facilities in the states.’ There was evi- 
dence of substantial demand for better 
grades of service which when satisfied 
would produce increased revenue, off- 
setting the loss of return resulting from 
exclusion of construction from the rate 
base. It also appeared that interest 
upon unfinished construction is cap- 
italized by the company. In this sit- 
uation, by almost universal rule, ex- 
clusion from the rate base is held 
proper to prevent a double return.” 


The construction now being per- 
formed by the company predominately 
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is for additional facilities which will 
appreciably add to the total usable and 
revenue-producing facilities in this 
state, as evidenced. by a net gain in 
the number of company stations from 
187,680 at the end of 1945, to 419,606 
as of July 31, 1952, an increase of 
124 per cent during this period. The 
purpose of the construction in Alabama 
is very similar, if not identical, with 
that referred to in the New England 


1. Reduction of Federal income tax burden to consolidated filing by AT&T 
2. Apportionment of rate case expenses on a 3-year amortization basis 
3. Reduction in pension expense due to 1952 Social Security amendment .... 


4. Tax effect (.5270215 X $57,844) 


[8] The American Telephone and 


Telegraph Company commenced filing 
consolidated Federal income tax re- 


turns for itself and its telephone 
operating subsidiaries beginning with 
the calendar year 1950. Only those 
subsidiaries in which the parent 
company owns 95 per cent or more of 
the capital stock are included in the 
consolidation. Southern Bell is in- 
cluded since the American Company 
owns 100 per cent of its capital 
stock. 

The consolidated return tax liability 
is considerably less than the total of 
the tax accruals recorded in the ac- 
counts of the subsidiaries on a separate 
return basis. This reduced tax liabil- 
ity result since the payment of a 15 
per cent tax on dividends received 
from the participating subsidiaries is 
not required when a consolidated re- 
turn is filed. This savings exceeds the 
tax liability incurred as a result of the 
tax rate for a consolidated return be- 


[2] 


Telephone and Telegraph Company 
Case quoted above. 


Adjustment of Operating Expenses 


In addition to the adjustments made 
by the company to the operating ex- 
penses for the test period, the Commis- 
sion feels that certain other adjust- 
ments are necessary in order to cor- 
rectly portray the company’s level of 
earnings. A summary of these adjust- 
ments and their effect on net operat- 
ing income follows: 


$46,000 
$31,210 
26,634 


$57,844 


30,485 27,359 


$73,359 





ing two percentage points greater than 
for a separate corporation return. 

The company’s consolidated tax lia- 
bility is less than it would be if it filed 
a separate return. Southern Bell has a 
comparatively low debt ratio as com- 
pared with that of the American Com- 
pany. This is the primary reason for 
its reduced tax liability. Under a con- 
solidated return it secures advantages 
of the tax savings realized from the 
American Company’s debt financing 
which results from the fact that inter- 
est on this debt is deductible for Fed- 
eral income tax purposes. The vast 
amounts which the parent company has 
borrowed have been used to a great ex- 
tent to purchase capital stock of the 
subsidiaries. It is equitable, therefore, 
that the subsidiaries received their fair 
share of the tax savings which accrues 
as a result of this debt financing. 

The company testified that the re- 
duced tax liability apportioned to Ala- 
bama intrastate for the first six months 
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of 1952 amounts to $23,000. The ad- 
justment made is this annualized 
amount—$46,000. 

There is included in the intrastate 
operating expenses of the 9-month test 
period an amount of $35,111, repre- 
senting the amount incurred in connec- 
tion with rate proceedings in Alabama. 
The annualized amount is $46,815 
($35,111-+.75). These expenses were 
incurred under Docket 12920 (1952) 
92 PUR NS 97, and the current pro- 
ceeding. It appears that the test pe- 
riod is distorted to some extent by 
the inclusion of this entire amount 
since this class of expense is not re- 
curring from year to year. These ex- 
penses are incurred only in the event 
of a rate proceeding before this Com- 
mission. An adjustment has been 
made, therefore, to eliminate two- 
thirds of this expense from the test 
period on the premises that a 3-year 
amortization period is conservative. 
In other words, it is hopefully presup- 
posed that on the average, rate pro- 
ceedings involving the Company be- 
fore this Commission will not occur 
any more frequently than once every 
three years. The records of this 
Commission for the last thirty years 
indicate that such proceedings do not 
occur this frequently. 

A recent amendment to the Social 
Security Act will result in savings to 
the company since the pension liability 
that would otherwise accrue will be re- 
duced by one-half the benefits that a 
retired employee receives upon retire- 
ment from Social Security. At the re- 
quest of the Commission, the company 
furnished a statement of the annual ef- 
fect of this amendment in accruing 
their pension liability. The estimated 
annual intrastate effect amounts to 
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$26,634. An adjustment has been 
made to the operating expenses of the 
test period to reduce it by that amount. 


The June, 1952, Wage Increase 


The petition of the company for an 
increase in intrastate rates in Alabama 
is predicated by the company on a 
general increase in wages granted most 
of its employees as the result of arbi- 
tration begun May 5, 1952, and con- 
cluded one month later on June 5, 
1952. Both the company and the 
union were represented in these nego- 
tiations with the results noted. Com- 
pany witnesses stated that since 1946 
they have granted the following per- 
centage wage increases to company 
employees, which promptly have been 
passed on to the subscribers in Ala- 
bama, including many of these same 
wage earners: 


% Wage Increase 
Over 10% 
“ 10% 


Year 

First Quarter 1946 
se a 1947 
1949 
1950 
1951 
1952 


Wage Adjustment 
June 


Total 49% 
Thus, company wages have been in- 
creased a total of 49 per cent since 
June, 1946. During this same period, 
according to figures released by the 
Bureau of Statistics, Washington, the 
average hourly wage of nonsuper- 
visory telephone employees has been 
increased from $1.197 to $1.558, an in- 
crease of .361, or 30.158 per cent. 
Where this cycle will end poses a 
problem of growing concern and in- 
creasing alarm, particularly to regu- 
latory bodies who are charged by 
statute with the duty of fixing a fair 
rate which “shall be reasonable and 
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just to both the utility and the pub- 
lic.” We need go no further than our 
state to indicate the gravity of the 
problem and to illustrate the “legal 
straight jacket” under which this 
Commission is laboring. By virtue 
of the decision of the supreme court 
of Alabama in Public Service Commis- 
sion v. Southern Bell Teleph. & Teleg. 
Co. supra ([1949] 253 Ala 1,84 PUR 
NS 221, 42 So2d 655), the company 
has sought to be guaranteed a rate of 
return of 6% per cent on its net invest- 
ment in Alabama. In addition, the 
supreme court has defined all the 
major items which must be included 
in the rate base and has declared that 
any omission of such items or any 
lesser rate of return is confiscatory 
under §§ 6 and 13 of the Constitution 
of Alabama of 1901 and under the 
Fourteenth Amendment to the Consti- 
tution of the United States. 


Labor costs represent over 50 per 
cent of the total operating costs of the 


company. As noted, the minimum 
amount that the company is entitled to 
earn has been fixed by the supreme 
court and the court has been careful to 
note that wages paid is the province of 
management subject to review only 
when arbitrarily exercised. It has 
been recognized for some time that 
labor properly has been represented 
by attorneys, economists, and officers 
who have become increasingly pro- 
ficient in presenting labor’s views. The 
end result increasingly has approached 
the possibility, and it may well be that 
utility rates, in the final analysis, are 
being determined not by the statutory 
designated Public Service Commis- 
sioners, but by the rate of return and 
rate base factors fixed by the supreme 
court and by arbitrators acting on be- 


half of management and the union 
without responsibility to the general 
public for the results of their decisions. 
Already, the scope of effective rate 
regulation in Alabama has _ been 
shrunk to dwarf proportions and re- 
stricted possibilities. 


Rate of Return 


[9-11] In the case of Public Serv- 
ice Commission v. Southern Bell 
Teleph. & Teleg. Co. supra, the Ala- 
bama supreme court held that the com- 
pany was entitled to a minimum re- 
turn of 6% per cent per annum on its 
net investment in intrastate properties 
devoted to the public service in Ala- 
bama and that any less return would 
amount to confiscation contrary to the 
prohibitions of the Fourteenth Amend- 
ment to the Constitution of the United 
States and §§ 6 and 13 of the Consti- 
tution of the state of Alabama. In def- 
erence to that decision, in the last 
rate proceeding before this Commis- 
sion, we reluctantly allowed a return 
of 63 per cent on the company’s net in- 
vestment in Alabama, as adjusted. We 
did not then, and we do not now, feel 
that a fair rate of return can be pre- 
judged for the unforeseeable future 
with any degree of legal certainty. 
What may be a fair rate of return 
today may be an unfair rate of return 
six months later in these days of vola- 
tile economic conditions. 

The rate increases, previously re- 
ferred to, resulted from proceedings 
originating in October, 1947, when 
the company’s earnings were at an 
abnormally low level. The earnings 
on equity capital of the Bell System 
were at the lowest since 1935. After 
1947, earnings took an upward trend 
and by 1950 those of Southern Bell 
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increased to 6.83 per cent, the high- 
est point since 1943, and those of the 
Bell System as a whole to 8.24 per 
cent, the highest point since 1929. 

In the proceeding here pending, the 
company has recognized that a 6.27 
per cent return on its net investment 
in Alabama, under present conditions, 
is a fair and reasonable return to the 
utility. On the basis of their own cal- 
culations and adjustments, they have 
requested a return of 6.27 per cent on 
their net investment in Alabama. In 
effect the company has admitted that 
the 6% per cent minimum rate of re- 
turn is excessive under existing condi- 
tions. This Commission feels that in 
the proper exercise and discharge of 
its statutory duty it should use its con- 
sidered judgment in determining a fair 
rate of return in view of all existing 
facts and circumstances as reflected in 
the record. 

Company witnesses also admitted 
that the 6% per cent rate of return 
figured by the Alabama supreme court 
is substantially higher than allowed by 
any Commission or court in any of the 
other eight southeastern states in 
which Southern Bell operates. Under 
present economic conditions, and in 
view of the fact that the company 
requests substantially less than the 6% 
per cent rate of return directed by the 
Alabama supreme court and that 
such a rate of return is substantially 
higher than in that of the other south- 
eastern states in which the company 
operates, we do not feel that a 6% per 
cent return is justified and we do not 
believe that under these conditions our 
courts would permit such a return. 
We appreciate the fact that the ques- 
tion here involved is that of a proper 
rate of return in Alabama, but as ob- 
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served by the supreme court of New 
Hampshire, in New England Teleph. 
& Teleg. Co. v. State (1949) 95 NH 
353, 78 PUR NS 67, 77, 64 A2d 
9, 17, where a similar situation ex- 
isted : 

“While the jurisdiction of the Com- 
mission is confined to New Hampshire 
intrastate rates, it is not required to fix 
them in a vacuum, or to close its eyes 
to the company’s conduct of its affairs 
in neighboring states where compar- 
able conditions are to be anticipated.” 

There is nothing in the record in 
these proceedings to convince us that 
confiscation of the company’s prop- 
erties will result unless we approve a 
rate of return higher than that re- 
quested by the company. 

Not only is the rate of return set by 
the Alabama supreme court higher 
than in any of the other southeastern 
states, but, in addition, the Operating 
Ratio which represents operating cost 
related to operating revenue was high- 
er in Alabama than in any other 
southeastern state in 1950, and the 
second highest of the southeastern 
states for the year ending March 31, 
1951, as reflected in the following 
table. However, it is noted that the 
operating ratios given below were com- 
puted before taxes and include both 
interstate and intrastate revenues and 


Year 
Ended March 
31, 1951 
75.03% 





65.80% 
70.70% 
72.70% 
72.92% 
76.96% 


68.53% 
74.49% 


71.33% 


Louisiana 
Mississippi 
North Carolina 
South Carolina 
Tennessee 


70.75% 
76.51% 


Company 
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expenses. These facts, in our judg- 
ment, offer no satisfactory explanation 
for this higher operating ratio and 
company witnesses have offered no 
satisfactory explanation: [See table on 
p. 20. ] 

Company witnesses asserted that a 
desired ratio of debt to equity capital 
is 334 per cent debt capital to 66% 
per cent equity capital. They claim 
that this is the ratio which the Bell 
System should have to provide a sound 
capital structure and obtain adequate 
new capital on reasonable terms. As 
a matter of fact, the actual average 
debt ratio of the company for the nine 
months’ test period ending July 31, 
1952, was not 334 per cent but only 
22.99 per cent. This is the lowest debt 
ratio the company has had since 1928. 
The average debt ratio of the Bell Sys- 
tem as a whole as of July 31, 1952, 
was 43.94 per cent. During the past 
thirty years, the debt ratio of the com- 
pany has ranged from a low of 20.72 
per cent in 1928 to a high of 44.68 
per cent in 1920, and that of the Bell 
System from a low of 25.83 per cent 
in 1931 to a high of 50.46 per cent in 
1948. These figures assume increas- 
ing importance when we consider that 
debt capital is costing Southern Bell 
only 2.82 per cent and a company wit- 
ness testified that earnings of 10 per 
cent were required on equity capital. 
The present debt ratio of Southern 
Bell obviously is low and, since equity 
capital is substantially more costly than 
debt capital, it increases earning re- 
quirements. The effect of such a low 
debt ratio is obvious, and, as noted, 
is important in arriving at a fair rate 
of return. Assuming a debt ratio of 50 
per cent and an interest rate of 3 per 
cent and a return on equity capital of 8 


per cent, then the rate of return on total 
invested capital would be 54 per cent. 
If the debt ratio is 334 per cent, which 
the company witnesses state is reason- 
able, then the rate of return would be 
that here allowed, 6.01 per cent. 


In 1950, 1951, and the 12-month 
period ending July 31, 1952, earnings 
per share on American Telephone and 
Telegraph Company stock were the 
highest since 1929. For the calendar 
year 1950 they amounted to $12.58 per 
share; for 1951, to $11.76 per share; 
and for the 12-month period ending 
July 31, 1952, to $11.39 per share. 
The average earnings per share for the 
preceding 20-year period, 1931-1950, 
were only $8.99. The earnings for 
1951 were sufficient not only for the 
payment of the regular $9 per share 
dividend, but the transfer of an ad- 
ditional $2.76 to the Surplus Account. 


We recognize that if the utility is 


-to maintain the confidence of the in- 


vesting public in its stock, it must earn 
not only its current dividends but an 
additional amount sufficient to main- 
tain its surplus at a figure which will 
assure continuity of dividends in less 
profitable years. However, we do not 
think that the public should be bur- 
dened with rates over and above those 
necessary to yield such a reasonable 
surplus for the end result would be to 
require the subscribers, in effect, to 
furnish an undue part of the compa- 
ny’s capital, and then in turn, pay, 
through rates, a return on the capital 
which they themselves have provided. 
Except for the year 1921, when its 
dividend was only $8.75 per share, the 
AT&T Company has an unbroken 
dividend record of $9 per share for the 
past thirty years. During nine of these 
years, the AT&T failed to earn its 
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regular $9 dividend. The total de- 
ficiency in earnings for the entire nine 
years during which the full $9 divi- 
dend was not earned amounted to only 
$14 per share. The surplus per share 
as of the end of the year 1951 was 
$18.90, or $4.90 per share more than 
the total deficiency in earnings per 
share during the worst nine years of 
the company’s operations for the past 
30-year period. 

Since World War II, the Bell Sys- 
tem has successfully financed the great- 
est expansion in its entire history. In 
the period from 1921 to 1929, the in- 
crease in its total capital—debt and 
equity capital combined—was $2,060,- 
089,000. A relatively small increase 
in capital of $323,702,000 was made 
during the years 1930 and 1939, and 
during the war period 1940-1945, its 
total capital was increased by only 
$338,462,000. Since 1945, the total 
capital has been increased in the aggre- 
gate amount of $3,758,041,000. 

We do not attempt to make any de- 
termination of the proper debt ratio 
of the company or the Bell System. 
The debt ratio existing from time to 
time does, however, have a very decided 
bearing upon the earnings on equity 
capital, both because debt capital can 
be obtained at a much lower cost than 
equity capital and also because the in- 
terest on debt capital is deductible for 
income tax purposes. Income taxes 
are a particularly significant factor in 
this present period of high income tax 
rates. It was of considerably less im- 
portance during the prewar period 
when the debt ratios of the company 
and of the Bell System were on the 
average much lower than current 
averages and when income taxes were 
comparatively low. 
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One of the principles governing a 
fair rate of return laid down by the 
supreme court of Alabama is that the 
rate of return should be equal to that 
generally earned by others in the same 
general locality, in business undertak- 
ings, attended by corresponding risks 
and uncertainties. While recognizing 
the soundness of the principle, we find 
it difficult of application in the present 
situation. The American Telephone 
and Telegraph Company is one of the 
largest, if not the largest, corporation 
in the entire world. It conducts its op- 
eration in every state in the Union and, 
in addition, is engaged in international 
communications. We know of no oth- 
er corporation which affords a fair 
basis of comparison. 


In order to obtain some idea as to 
the effect on earning requirements of 
the company’s low debt ratio a compu- 
tation was made showing the return on 
equity capital which would result from 
an assumed return oi 6 per cent on net 
average investment, as adusted by the 
Commission. The return on equity 
was computed first on the basis of the 
company’s actual capital structure as 
apportioned to Alabama intrastate. 
The return on equity was found to be 
7.17 per cent when computed in this 
manner. Next, the debt ratio of the 
Bell System was substituted and the 
return on equity was found to be 8.81 
percent. The same total invested capi- 
tal and earning requirements were 
used in both computations. This com- 
parison clearly demonstrates the high 
earning requirements under a low-debt 
ratio capital structure. The compu- 
tation just described is shown as fol- 
lows: 
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ALABAMA INTRASTATE 


Before Adjustment 


Average Balance 


Adjusted to Bell System 
Debt Ratio as of 7-31-52 


Amount 


Nov. 1951-July 1952 % of Total 


% of Total 


$50,509,966 
1,867,973 
1,144,038 


Common Stock 
Surplus 
Advances from AT&T Co. .. 


$53,521,977 
15,981,669 


$69,503,646 


$38,963,744 
30,539,902 


$69,503,646 


56.06% 
43.94 


100.00% 


Total Equity Capital 77.01% 
Total Debt Capital 22.99 


Total Invested Capital 100.00% 


Return % Return Amt. 
8.81% $3,429,072 
2.82% 861,225 


6.17% $4,290,297 


Capital 
$38,963,744 


Capital 
Equity Capital .... $53,521,977 
Debt Capital 15,981,669 2.82% 450,683 30,539,902 


Total Capital $69,503,646 6.17% $4,290,297 $69,503,646 
Earning requirements of net average investment assuming a 6% return: 


Return % Return Amt. 
7.17% $3,839,614 








6% X $71,504,956 = $4,290,297 


If the same rate of return on equity 
capital of 7.17 per cent which was 
computed on the basis of the com- 
pany’s actual capital ratios were ap- 
plied to the company’s equity capital 
computed on Bell System ratios the 
earning requirements in the latter in- 
stance would be reduced $635,372. 
Thus the earning requirements would 
be reduced this amount because of the 
higher Bell System debt ratio. Also, 
the higher debt ratio of the Bell System 
would effect a tax savings of approxi- 
mately $216,000 a year through in- 
creased interest charges which are 
deductible for tax purposes. To pro- 
duce the $635,372 of earning require- 
ments mentioned above, the com- 
pany has to collect approximately 


$1,400,000, in gross revenues, because 
of the tax effect and other deductions. 
Gross revenue requirements then are 
reduced approximately $1,600,000 per 
year through the use of the Bell Sys- 
tem debt ratio. 


Conclusion 


After giving effect to all adjustments 
made by both the company and this 
Commission we find that the annual- 
ized level of earnings reflected for the 
9-month test period ended July 31, 
1952, of 6.01 per cent. The following 
table summarizes all adjustments made 
by the Commission and shows the com- 
putation made to arrive at the 6.01 
per cent level of earnings: 


Net Average Investment 
Operating Revenues! 
Operating Expenses! 

Net Operating Income} 

Per Cent Return per Annum 


1 Nine-month results annualized. 


From Groce 
Exhibit 4, 
Column 4 


$73,947,599 
32,888,036 
28,665,248 
4,222,788 
5.71% 


23 


Commission 
Adjustments 


($2,442,643) 
($ 73,359) 
73,35 


y 


Pro Forms 


$71,504,956 
32,888,036 
28,591,889 
4,296,147 
6.01% 
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For the reasons which have been its request for an increase in sub- 
discussed in other sections of this re-  scribers telephone rates to produce 
port, we find the company’s level of $917,710 of additional annual gross 
earnings adequate and therefore deny revenues. 





MARYLAND PUBLIC SERVICE COMMISSION 


Re Capital Transit Company 


Case No. 5250, Order No. 49500 
October 2, 1952 


ern by transit company for authority to increase fares 
in first zone; granted. 


Rates, § 524 — Transit. 

1. A transit company which had been operating at a loss was authorized to 
increase the fare in a rider’s first zone from 7 to 10 cents where, even after 
this increase was made effective, the company would still operate at a sub- 
stantial loss, p. 25. 

Apportionment, § 40.1 — Transit company expenses — Effect on rate application. 
2. Notwithstanding the possibility of a difference of opinion with respect to 
the apportionment of at least some of the items of expense of a transit com- 
pany operating in more than one jurisdiction, a rate increase was made 
effective where it was apparent that under no method of apportionment 
would the company’s substantial deficit be asborbed or any return whatsoever 
produced on its property, p. 25. 


Rates, § 507 — Transit — School fares. 
Statement that the Commission is reluctant to see the Maryland school fare 
for the first zone increased to 10 cents, especially in view of the fact that just 
over the District of Columbia line the school fare of the same company con- 
tinues to be 3 cents, p. 26. 

Rates, § 209.1 — Transit company — Revenues, property, and expenses. 


Discussion of the desirability of considering the property and fares of a 
transit company operating in more than one jurisdiction as a whole and not on 
a segregated basis in order to prevent a gradual whittling away of the less 
profitable areas of service, p. 28. 


> 


APPEARANCES: Joseph Allen, Peo- Ralph D. Boyd, for Allied Civic 
ple’s Counsel, and Jacob Hornstein, Group, Inc., of Silver Spring, Mont- 
Assistant to the People’s Counsel; gomery County Civic Federation, and 
George Spiegel, Brigadier-General F. Prince George’s County Civic Federa- 
W. Brown, U. S. Army Retired, and tion; S. Harrison Kahn, for Oriole 
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Motor Coach Lines, Inc. ; F. G. Awalt 
and W. V. T. Justis, for Capital 
Transit Company. 


By the CommIssION : 

[1,2] Capital Transit Company pe- 
titioned the Commission on July 18, 
1952, for authority to make effective 
on less than the statutory notice of 
thirty days a tariff of increased fares 
submitted therewith for intrastate 
passenger transportation service in 
the state of Maryland. The only 
change effected by the proposed sched- 
ule is to increase the fare to 10 cents 
for the first zone, from the present fare 
of 7 cents for each zone; no change in 
the fare of 7 cents is sought in zones 
other than the first. 


In support of its plea the company 
cites two increases in wage rates to 
its employees subsequent to the estab- 
lishment of the zone fare of 7 cents 
on February 20, 1950. The first of 
these wage increases went into effect 
on July 1, 1951, the second on July 
1, 1952. It is alleged that, even if the 
increase in fare is made effective, the 
revenues will still be insufficient to 
cover the cost of rendering the Mary- 
land intrastate service. 


Hearing on the application was 
opened on August 21st in Silver 
Spring, for the greater convenience of 
those appearing in opposition to the 
increase, and, at the request of counsel 
for the opponents, recessed for two 
weeks to permit further time for prep- 
aration for cross-examination. At the 
conclusion of the hearing on Septem- 
ber 3rd counsel were given until Sep- 
tember 12th to file briefs. 


A witness for the company testified 
that of the approximately $2,000,000 
a year increase in wages granted ef- 


fective July 1, 1951, about $133,000 
was applicable to Maryland intrastate 
operations and that of the $1,235,000 
annual increase granted on July 1, 
1952, $65,000 is assignable to the 
Maryland service. Through this same 
witness the company introduced var- 
ious exhibits showing the revenues and 
expenses for past periods and estimates 
for the future, including an estimated 
rate base, cost of capital, and other 
financial and statistical data. Total 
operating revenue for the twelve 
months ended June 30, 1952, was 
shown to be $1,232,512 (accrued 
from the Maryland passenger trans- 
portation service), whereas in the 
same period operating expenses, taxes, 
and depreciation aggregated $1,712,- 
939, resulting in an operating loss of 
$480,427. 

These figures, however, do not re- 
flect the economies brought about by 
the curtailments in service, later re- 
ferred to herein, which became effec- 
tive just before May 1, 1952, nor do 
they take into account the increased 
wage rates made effective on July 1, 
1952. To give effect to these factors 
another exhibit was introduced which 
shows total operating revenue at the 
present fare, 7 cents per zone, of $1,- 
086,923 with total operating expenses, 
taxes, and depreciation of $1,411,533, 
making the operating loss $324,610 on 
an annual basis. The company esti- 
mates that if the 10-cent fare for the 
first zone is made effective the total 
operating revenues on an annual basis 
will be $1,297,428, and total operating 
expenses, taxes, and depreciation $1,- 
419,953, leaving an operating loss of 
$122,525. In other words, even 
though the increased fare sought by 
the company is allowed, there still 
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would remain a loss of $122,525 from 
the Maryland intrastate operations. 
The rate base at June 30, 1952, was, 
according to the company’s estimates, 
$1,224,384 on an unweighted basis 
and $1,265,406 on a weighted basis, 
the estimates for the ensuing year be- 
ing approximately $100,000 less on 
both the unweighted and the weighted 
bases. 

Many of the items of expense shown 
for the Maryland portion of the system 
are the result of an allocation or ap- 
portionment and, while it would ap- 
pear that in the main such assignments 
of total expenses to the Maryland lines 
are in keeping with accepted proce- 
dures, there is always the possibility of 
a difference of opinion with respect to 
at least some of the items. However, 
as on the basis submitted there would 
still remain, even with the increased 
fares, an operating deficit of $122,525, 
it is apparent that under no method of 
assignment would this deficit be ab- 
sorbed or any return whatever pro- 
duced on the Maryland portion of the 
property. 

In view of the facts and the law, 
the Commission cannot prevent the 
higher fare becoming effective and it 
therefore will enter its order author- 
izing the change to be made not earlier 
than October 15, 1952. The Com- 
mission is especially reluctant to see 
the school fare for the first zone in- 
creased to 10 cents, particularly in 
view of the abnormally low school 
fare in the District of Columbia, which 
remains 3 cents under an Act of Con- 
gress enacted many years ago and 
which, despite repeated efforts to have 
it changed to something more nearly 
representing a reasonable fare in the 
light of present conditions and costs, 
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has continued at the same level set by 
Congress more than twenty years ago. 
The school child riding in a Maryland 
zone of about a mile and a half will 
be required to pay 10 cents, as against 
a charge of 3 cents for a ride of pos- 
sibly several times this distance within 
the District of Columbia. The previ- 
ous unsuccessful effort of the Commis- 
sion to establish a fare for Maryland 
school children lower than the max- 
imum adult fare is referred to here- 
inafter. 


The Commission has had before it 
in recent years a number of proceed- 
ings concerning the rates and service 
of the company, and in two of these 
cases the company sought and obtained 
reversal by the courts of the Commis- 
sion’s decisions. In one of these pro- 
ceedings the Commission, in authoriz- 
ing the creation of a series of zones 
of approximately a mile and a half each 
on the Maryland lines and the estab- 
lishment of a fare of 5 cents per zone, 
had directed the company to inau- 
gurate the sale of tickets in multiples 
of five for 15 cents for the use of school 
children, including those attending 
high school; opinion and Order No. 
44870, in Case No. 4885, on April 
22, 1948, 39 Md PSC 58, 74 PUR 
NS 319. The company took exception 
to the action of the Commission in 
requiring the establishment of the 
special school fare and filed its bill 
of complaint against the Commission 
in the circuit court of Baltimore 
City. While the trial court sustained 
the action of the Commission, the 
court of appeals reversed the circuit 
court, with the result that the sale of 
school tickets as ordered by the Com- 
mission was discontinued. 


In its decision, Capital Transit Co. 





RE CAPITAL TRANSIT CO. 


v. Bosley (1948) 191 Md 502, 505, 
76 PUR NS 142, 147, 62 A2d 267, 
the court of appeals stated : 

“We think it is impossible to jus- 
tify the 3-cent fare for school children 
and that the Commission’s order is 
arbitrary, unsupported by substantial 
evidence, and unlawful.” 

At the same time that the company 
sought to increase its fares, as afore- 
said, it applied for authority to aban- 
don street railroad service between 
Beltsville and College Park (Branch- 
ville). The Commission finding that 
the “present and future public conven- 
ience and necessity require that the 
operation of the said railroad service 

be continued,” by its Order 
No. 44871, of April 22, 1948, in Case 
No. 4886, 39 Md PSC 68, dismissed 
the application. The company filed its 


bill of complaint against the Commis- 


sion in the circuit court No. 2 of Balti- 
more City, which court ruled against 
the Commission. The Commission 
appealed the decision of the trial court 
and the court of appeals sustained the 
action of the lower court, Hessey v. 
Capital Transit Co. (1949) 193 Md 
265, 80 PUR NS 513, 516, 66 A2d 
787, 10 ALR2d 1114. The court, in 
its opinion, declared that “the issue 
of paramount importance in this case 
is whether it is possible for Capital 
Transit Company to run the shuttle 
cars between Branchville and Beltsville 
without a loss.” The court, finding 
that the company suffered a loss from 
the operation of the line in question, 
had this to say: 

“It is a recognized principle that a 
railroad company, organized and con- 
ducted for private corporate profit, but 
devoting its property to the use of the 
public does not do so irrevocably or 


absolutely, but upon condition that the 
public will supply sufficient traffic on a 
reasonable rate basis to yield a fair 
return. If at any time it appears that 
further operation will result in loss, 
the company may discontinue opera- 
tion and salvage whatever it can out 
of the property by dismantling the 
road. To compel a railroad to con- 
tinue at a loss would amount to the 
taking of property without just com- 
pensation in violation of the due proc- 
ess clause of the Fourteenth Amend- 
ment of the Constitution of the United 
States. 

“We specifically hoid that a com- 
mon carrier cannot be compelled to 
carry on even a branch of its business 
in an unbusinesslike way with result- 
ing loss, unless it is necessary for the 
fulfilment of its corporate duties. If 
one branch of the service is unprofit- 
able, it would be neither good business 
nor justice to compel the company to 
continue that branch merely because 
the loss could be offset by profit on the 
rest of the service.” 


In addition to these two cases in 
which the company succeeded in having 
the courts reverse the Commission, 
other applications for the curtailment 
or discontinuance of service have been 
heard by and passed upon by the Com- 
mission. In Case No. 5165, decided oii 
March 29, 1951, 42 Md PSC 47, 89 
PUR NS 75, the Commission per- 
mitted the company to discontinue the 
operation of seven Maryland lines 
where it was found, after hearing and 
investigation, that each of these lines 
was operated at a considerable loss 
and that the traffic, present and pros- 
pective, gave no indication that any of 
the lines could become self-sustaining. 
The losses on the lines in question ag- 
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gregated well over $100,000 in the year 
preceding their discontinuance. 

In the present year the Commission 
has had occasion to investigate and 
pass upon other applications of the 
company to discontinue passenger mo- 
tor bus service in Maryland and, on 
March 18, 1952, the Commission, by 
its Order No. 48896, entered in Case 
No. 5213, allowed the company to 
discontinue the service between Alta 
Vista and Montrose, conditioned upon 
the company causing Montgomery Bus 
Lines, Inc., a subsidiary of the Capital 
Transit Company, to divert certain 
trips to operate over Old Georgetown 
road between Montrose Junction at 
the northern end of the intersection of 
Rockville Pike and Old Georgetown 
road and the Bank of Bethesda at the 
southern intersection of Rockville Pike 
and Old Georgetown road. 


The discontinuance of the one-way 
service over that portion of the Forest 
Glen branch of the Silver Spring 
Community Bus Line on Forest Glen 
road between Georgia avenue and 
Seminary road was permitted by Order 
No. 48898, dated March 18, 1952, 
entered in Case No. 5215, the Com- 
mission having found that the section 
of the said line proposed to be discon- 
tinued sustained a net operating loss 
of $5,314 in the year 1951. 


The company sought permission to 
discontinue its service on the Commu- 
nity Bus Line over all portions of the 
route between College Park and Land- 
over Hills and Kent Village and at 
the hearing exhibits were introduced 
showing that the line in question had 
incurred a net operating loss of $67,- 
006 during the calendar year 1951. 
The discontinuance of the operation of 
this line was authorized by Order No. 
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48899, entered in Case No. 5216 on 
March 18, 1952, conditioned upon the 
company catending trips of the Chev- 
erly Branch of the East Riverdale- 
Cheverly Bus Line into the Prince 
George’s General Hospital, the hospi- 
tal having been served by the line 
which was discontinued. 

While the Commission has no pos- 
sible alternative in the present pro- 
ceeding, it takes this opportunity to 
point out that, if there is not to be 
a continued whittling away of the 
Maryland service and, perhaps, even 
higher fares than those being present- 
ly authorized, some means of consid- 
ering the property and affairs of the 
Capital Transit Company as a whole, 
and not on the segregated basis pres- 
ently being used, must be effected. 


The transit system serves a large 
metropolitan district and much of the 
growth in recent years has been and, 
in the future, will continue to be in 
the Maryland area. The Maryland 
residents are closely associated with 
the city of Washington in many ways; 
those who use the lines of the company 
in Maryland use the lines in the Dis- 
trict of Columbia also, generally as a 
part of a continuous trip between their 
places of residence and employment. 


On any transit system it is only 
reasonable to expect that, as the end 
of the route is approached, traffic will 


become lighter. If we were to carry 
the jurisdictional division one step fur- 
ther, it might be argued that each zone 
on every one of the Maryland lines 
should be treated as a separate and 
distinct entity. That such treatment 
would inevitably militate against the 
best interests of the bus riding public 
is readily seen. 

For many years this Commission 
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has worked in close co-operation and 
harmony with the Public Utilities 
Commission of the District of Colum- 
bia in the establishment of rates for 
electric service supplied in the Wash- 
ington metropolitan area by the Po- 
tomac Electric Power Company and 
while the practice of considering the 
property and operations of the utility 
as an entirety recently was challenged 
in the courts by several ratepayers, in- 
cluding the Capital Transit Company, 
following the action of the two Com- 
missions, and the Corporation Com- 
mission of Virginia as well, author- 
izing certain rate increases effective 
since April, 1951, this treatment on a 
combined basis has been upheld by 
the trial court. In its opinion of May 
1, 1952, sustaining the method fol- 
lowed, the United States district court 
for the District of Columbia in Leeman 
v. District of Columbia Pub. Util- 
ities Commission, 95 PUR NS 344, 
353, 104 F Supp 553, held: 

“1. Normally, the unit for rate- 
making purposes is the entire inter- 
connected operating property of the 
utility, without regard to geographical 
subdivisions, although conditions may 
be such as to require or permit the 
segregation of a smaller unit. 

“2. Ordinarily, whether a smaller 
unit should be used as a basis for rate 
making is a matter of discretion for 
the regulatory agency. 


“3. An exception is made if a part 
of the business of the utility is subject 
to state regulation and part to Federal 


regulation. In that event, in order to 
prevent a conflict between state and 
Federal power, the state in fixing rates 
must segregate the properties used in 
the intrastate business and establish 
intrastate rates on the basis of the seg- 


regated properties as a rate base. 
Similarly, costs must be allocated as 
between intrastate and interstate busi- 
ness. 

“4. Such a segregation and alloca- 
tion are not mandatory if the business 
of the company is subject to regulation 
by two or more states, no part of it 
being subject to Federal supervision.” 

The opinion went on to say: 

“From a social and economic stand- 
point, the use of the entire property 
of the company as a rate base seems 
sound. A segregation would be 
purely artificial and, in part at least, 
arbitrary.” 

Concerning the way in which the 
existing procedure has operated to the 
benefit of all and the desirability of 
continuing it in proceedings then pend- 
ing before the Maryland, Virginia, and 
District of Columbia Commissions, 
this Commission, in its 1950 Report to 
the Governor and General Assembly of 
Maryland, 41 Md PSC 16, 17, had 
this to say: 


«  . . . At this conference the 
Maryland Commission took the posi- 
tion that the most satisfactory proce- 
dure would be to continue the same 
treatment which has been followed for 
so many years with such signal suc- 
cess, so far as the utility’s users are 
concerned, of considering the property 
and operations of the company as a 
whole in establishing rates for its sys- 
tem. 

“Under this treatment we have seen 
a steady and continuous growth of the 
service in the Maryland area. ‘ 

“The density of the development in 
the sections,sof Maryland immediately 
adjacent to the District of Columbia 
line is such that it is now impossible 
to tell where the District of Columbia 
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ends and Maryland begins. There are 
no physical or economic differences 
which distinguish one jurisdiction 
from the other. The separation is 
wholly geographical or political. This 
being so, and knowing what has been 
brought about over the years by the 
present plan of co-ordinated effort by 
the separate Commissions working to- 
gether with the closest possible co- 
operation, naturally we are most 
anxious to see the existing harmonious 
relations continued. 

“While it may be true that the great 
development in Maryland in the past 
ten years has put us in a more favorable 
position, relatively, than heretofore, we 
still are firmly convinced that the best 
interests of all will continue to be 


served, if we follow the long existing 
practice of dealing with the utility as 
a whole. a 

What we are suggesting cannot, of 
course, be brought about by us alone. 
A broad, statesmanlike approach by all 
regulatory and other public agencies in 
any way concerned with the over-all 
problem is required and, perhaps, some 
legislation may also be necessary. Ac- 
tually, several bills and _ resolutions 
have been introduced in the Congress 
which show a recognition of the prob- 
lem and a desire to help in its solution. 
The active support of civic organiza- 
tions will also be essential if our pro- 
posal is to have any chance of success. 

An order will be entered authorizing 
the proposed change in fare. 
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Subscribers 


Vv 


New Palestine Telephone Company 


No. 23580 
August 14, 1952 


pees of telephone subscribers regarding adequacy of 
A service; service improvement ordered and compensation 
provided for outages of service. 


Reparation, § 35 — Service interruption — Telephone company. 
A telephone company receiving notice of an outage of service by any sub- 
scriber should be allowed twenty-four hours after notice to furnish reason- 
ably adequate service, and if it is not reinstated within that period, the 
subscriber should be allowed a refund based on the number of days that the 


outage continues. 


¥ 


APPEARANCES: Lloyd C. Wampler, 
Assistant Public Counselor, for the 
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petitioners; Chalmer Schlosser, Jr., 
Indianapolis, for the respondent. 
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SUBSCRIBERS v. NEW PALESTINE TELEPH. CO. 


By the Commission: On the 9th 
day of June, 1952, Vern L. King, W. 
E. Barrett, L. C. Ferris, E. J. Ruede, 
Wilbur Thompson, Lewis Mahley, D. 
W. Lawrence, Harold Valentine, Ad- 
die Ruschhaupt, E. M. Bottorff, all 
subscribers of the New Palestine Tele- 
phone Company, filed with this Com- 
mission a service complaint docketed 
as number 23580, alleging in substance 
that they were each subscribers and 
patrons of the New Palestine Tele- 
phone Company of New Palestine, In- 
diana. That the service being ren- 
dered by said company is unsatisfac- 
tory and inadequate; that said service 
is poor and noisy; that the physical 
plant of said company is old and in a 
state of disrepair; that there are fre- 
quent and unreasonable delays in calls 
placed from stations in the New Pales- 
tine exchange area; that there are 
frequent outages of telephone service 
for which said company refuses to re- 
fund rates to its said subscribers, and 
that the inadequate telephone service 
now being furnished causes inconven- 
ience, hardship, and monetary loss to 
said patrons, and praying that a hear- 
ing in that matter be held, and that 
said company be ordered to restore its 
physical plant and render reasonably 
adequate telephone service in the ex- 
change area of New Palestine. 

Said petition was set for hearing in 
the rooms of the Commission on Mon- 
day, August 4, 1952, at 9 a.m., 
C.S.T., and the notice of said hearing 
was given as required by law, being 
published in the Fortville Tribune, a 
weekly newspaper of general circula- 
tion printed and published in the Eng- 
lish language in Hancock county, state 
of Indiana, and in the Greenfield Re- 


porter, a daily newspaper of general 
circulation printed and published in the 
English language in Hancock county 
in the state of Indiana, at least ten days 
prior to said hearing date and to the 
public counselor and other interested 
parties. 

Said hearing was held at the time 
and place aforesaid at which time the 
Commission received evidence from 
the petitioners in support of said serv- 
ice complaint and by said respondent 
company. The following persons ap- 
peared and testified in support of said 
petition. Mrs. L. C. Ferris, Harold 
Valentine, Mrs. Vernon King, Mrs. 
Addie Ruschhaupt, Anna Lawrence, 
Carl Ferris, and Mr. R. C. Gardner, 
engineer, Public Service Commission 
of Indiana. 

For the respondent company, Mae 
Brewer, switchboard operator of said 
company, and Russ Bardoner, line- 
man for said company, appeared and 
testified. 

It appeared from the evidence of the 
aforesaid witnesses that all of said 
patrons except Anna Lawrence were 
subscribers of the single telephone line, 
namely line number 57, and that from 
January 1, 1952, until some time dur- 
ing the middle part of July, 1952, 
there have been frequent outages and 
general interruptions of telephone 
service, with noise and interference on 
the line during most of that period. 
The patrons, however, failed in their 
burden of proving that outages oc- 
curred for any specific number of days 
during the aforesaid period. It was 
also shown that the service recently 
had been of an improved nature and 
resulting from certain repairs and im- 
provements made by the company in 
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an attempt to furnish reasonably ade- 
quate service to the patrons. 

The Commission being duly advised 
now finds that: 

1. The patrons from January 1, 
1952, until the middle of July, 1952, 
were not receiving reasonably ade- 
quate service. 

2. Intermittently during the said 
period that there were frequent out- 
ages. 

3. The respondent company has 
made an effort to correct said inade- 
quate service by repairing the said line 
57 and replacing 4 mile of said line 
with new wire. 

4. At frequent intervals there are 
still interruptions of service due to 
noise and static on said line. 

It is therefore ordered by the Public 
Service Commission of Indiana that 


the respondent company make a com- 
plete engineering survey of said line 
57 in an attempt to determine the 
source of any interference and noise 
and file with this Commission within 
thirty days of the date of this order a 
copy of said report together with pro- 


posed plans for eliminating the said 
interference. 

It is further ordered that from the 
date hereof all outages of service ex- 
perienced by the subscribers of said 
company should be compensated for in 
the following manner to wit: the 
company upon receiving notice of an 
outage of service by any subscribers 
should have until twenty-four hours 
after said notice to furnish said sub- 
scribers with reasonably adequate 
service and in the event that said serv- 
ice is not reinstated within twenty- 
four hours, then and in that event said 
subscribers should be allowed a refund 
based on the number of days that said 
outage continues. 

It is further ordered that within 
twenty days from the approval of this 
order petitioners pay to the treasurer 
of the state of Indiana, through the 
secretary of this Commission, the sum 
of $42.97 said sum being itemized as 
follows : 


Cost of Legal Advertising .......... $ 5.73 


Engineering Dept. Fees 
.... $42.97 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Public Serv. of Colo. Plans 
$20,200,000 Expansion 


UBLIC SERVICE COMPANY OF COLORADO re- 

cently announced a $20,200,000 construction 
program for 1953 which J. E. Loiseau, presi- 
dent, said is designed to keep electric and gas 
supplies ahead of the region’s steady growth. 

Of the 1953 total, $14,900,000 will be spent 
on electric facilities, $3,900,000 on natural gas 
facilities and $1,400,000 on joint gas-electric 
facilities. 

Major project for the year will be the 66,000 
kilowatt generating unit addition to the Zuni 
station. Completion of this unit, scheduled for 
early 1954, will give the Zuni station 110,000 
kilowatt capacity. 

Another electric generating plant addition— 
scheduled for completion in 1953—is the 10,000 
kilowatt unit under construction at the com- 
pany’s Alamose steam station. This will raise 
capacity of this station to 20,750 kilowatts. 


Metering Applications Booklet 
Offered by G-E 


Amun booklet describing metering appli- 
cations for watthour meters has been an- 
nounced as available from the General Electric 
Company, Schenectady 5, New York. 
Designated GET-1905, the new bulletin con- 
tains circuit wiring diagrams for the various 
metering applications. It also describes watt- 
hour-meter constants and register data, the de- 
termination of watts load, and the use of watt- 
hour meters with instrument transformers. 


GAMA to Continue Public 
Relations Drive through ’53 


HE GAs APPLIANCE MANUFACTURERS AS- 
* sociaTION has officially announced con- 
tinuation of its public relations and sales pro- 
motion program through the coming year. 

James F. Donnelly, newly installed president 
of the association, has indicated that the pro- 
gram—which will continue to be conducted by 
the Carl Byoir and Associates organization— 
“now enters a second stage which aims at in- 
tensifying the job of preselling our products 
” domestic, commercial, and industrial mar- 
<ets.” 

Interest in the program, he said, has reached 
the point where continuation will be on a basis 
of voluntary subscription instead of the man- 
datory assessment of all members which ap- 
plied at the outset of the program. 

The GAMA program, according to its stated 
objectives, will continue to stress practical 
dealer training, a drive against obsolescence in 


the American home; food, comfort, hygiene, 
safety and homemaking services to the public, 
and product-by-product promotion by every 
legitimate means. 

A notable result of the first stage of the pro- 
gram, Mr. Donnelly said, is the obvious in- 
tensification of promotional drives by all fac- 
tors in the gas industry, which, he pointed out, 
is “for the common good of the industry and 
its various publics.” The effort to keep abreast 
of GAMA in this respect he concluded, has 
given the gas industry the nearest approach to 
a solid front it has been able to achieve in many 
years. 


Consumers Power Continues 
To Expand 


(Cen Power CoMPANy has increased 
its statewide interconnected electric gen- 
erating capacity to 1,222,000 kilowatts with the 
placing in service recently of a second 85,000 
kilowatt steam electric unit at the new Justin 
R. Whiting plant on Lake Erie, above Monroe, 
Michigan. This doubles the total capacity of 
ten years ago. 

A third unit of 106,000 kilowatt capacity is 
under construction at the Whiting plant for 
service in 1953, with a seventh unit of 135,000 
kilowatts at the John C. Weadock plant on 
Saginaw Bay, scheduled for 1954. The Whiting 
plant is the second completely new plant built 
since the war and is one of sixty steam and 
hydro plants in the Consumers system. 


Delta-Star Announces New 
Dis-Ruptor Switch 


Ane bulletin released by Delta-Star 
Electric Division, H. K. Porter Company, 
Inc., describes a new dis-ruptor switch for 600 
volt A. C. or D. C. service that combines the 
functions of disconnect and load interrupter. 
Three switches are shown, also catalog num- 
bers for the entire line. 

With its exclusive arc-ruptor chamber and 
quick-make, quick-break mechanism, the Delta- 
Star dis-ruptor is claimed to offer safe posi- 


(Continued on page 26) 





RECEIPTING MACHINES 


@ Complete selection of stub and 
coupon cutting receipters with 
interchangeable die blocks for 
all utilities purposes. 
Write for FREE Catalog. 
A. C. GIBSON CO., INC. sufratos, N 
he ” * BUFFALO 5, N.Y. 


Mention the FortN1GHTLY—I¢ identifies your inquiry 
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tive load interruption. Used with “Amp-trap’ 
fuses, the dis-ruptor combines both fault pro- 
tection and high interrupting capacity. 

Copies of bulletin 5208 are available at Delta- 
Star Electric Division, H. K. Porter Company, 
Inc., 2437 Fulton street, Chicago, Illinois. 


G-E Constructs $500,000 
“Stacking Pit” 


N another step to speed up manufacture of 

large steam turbine-generators, the General 
Electric Company has completed construction 
of a new “stacking pit” at a cost of more than 
$500,000 at its Schenectady plant. 

The pit, about 55 feet square and 24 feet 
deep, will be used for the core assembly of 
armatures in the 20-acre turbine plant. 

The pit is located in the $3,000,000 addition 
to the turbine plant which was completed last 
year and added 100,000 square feet to the 1,- 

,000 square feet of floor space available 
when the plant was completed in 1949. 


R-R Issues Booklet on 
Microfilming Service 


An point service for placing records per- 
manently on microfilm is outlined in a re- 
cently published booklet by the Business Serv- 
ices Department of Remington Rand. 

This service provides an analysis of records 
to determine which ones should be filmed. These 


records are then prepared for microfilming. 
The actual filming is done by experienced op- 
erators, and is certified for authenticity. Films 
are indexed by the Microdex system for easy 
record finding. Rigid standards of developing 
and inspection of film assures highest quality. 
The final step indexes the Film-a-record car- 
tons for filing efficiency. 

The booklet, with complete information on 
complete microfilming service can be secured 
free of charge by writing for BSD-5, to Rem- 
ington Rand Inec., 315 Fourth avenue, New 
York 10, N. Y. 


National Research of Bituminous 
Coal Industry Authorized 


HE board of directors of Bituminous Coal 

Research, Inc., recently authorized the op- 
eration of an industry-research laboratory. A 
building will be leased in Columbus, Ohio, 
to house the Columbus staff of the organiza- 
tion and provide facilities for design, develop- 
ment, and pilot-plant testing of equipment and 
processes being investigated under BCR’s Gen- 
eral Research Program. 

Under this codperative program, research 
will be conducted to increase user satisfaction 
in the following markets: (1) residential and 
— (2) commercial and small indus- 
trial, (3) general industrial, including utilities, 
and (4) | gasification, carbonization, and 
chemicals from coal. 


(Continued on page 28) 
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When the problem is producing a superior printing jo 
against a rush deadline, the answer is Sorg — specialist 
for over thirty years in financial, corporate and legd 
printing. 


We're equipped to handle design, printing, binding an¢fj 
mailing all under one roof. And to further lift the pressure 
from our clients, we're available day and night. 


CONFIDENTIAL 
SERVICE 
SINCE 1920 











OVER 6 YEARS 
ROOF OF PERFORMANCE 





; Since 1946 Leece-Neville AC-DC Alter- 


7 SOME OF THE MANY UTILITIES nator Systems have been delivering un- 
USING THE LEECE-NEVILLE matched performance. On 2-way radio 
ALTERNATOR SYSTEM cars and trucks...or wherever current 


demands are high, L-N Alternators give: 
Public Service Co. of New Mexico ; @25%t035 amps with engine idling 
Hydro Electric System, Winnipeg e ample capacity to carry the 

™ ; Light & Water Departrnent, Columbus, Miss. entire electrical accessory load 


Northwestern Electric Coop., Okla. e fully charged batteries always 


Corn Belt Electri _ i > : H 
n Belt Electric Coop., Bloomington, Ill e better radio operation 


There are L-N Alternator Systems rated 
at 50 amps and 80 amps for 6-volt sys- 


Peoples Gas, Light and Coke Co., Chicago ? tems; 60 to 150 amps for 12-volt systems. 
Portland General Electric Co., Portland, Ore. 


The Dayton Power and Light Co. 


$ 
The California Electric Power Co., Riverside 
é 
: 


Ask us to arrange a demonstration of the 
L-N Alternator for your fleet. Or write for 
all the facts. The Leece-Neville Company, 
Cleveland 14, Ohio. Distributors in princi- 
pal cities...Service Stations everywhere. 


Jackson Electric Dept., Jackson, Tenn. 


Quebec Hydro-Electric Commission 





YOU CAN Ss 
RELY ON Heavy Duty Automotive Electric Equipment for Over FE Yea 


ee. See 


EEC - 
jjeville ¢ 
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é "RECEIPTING? 


AMERICAN “PERFORATORS . 


Tnenans StUe - 
Poem 
The Ge eee a 


quran’ j 
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In less than 1/3 second an American Re- 
ceiptor: marks receipt paid; marks receipt 
with company names; marks both receipt 
and stub with location no., teller no. and 
date; severs stub from receipt. It’s fast, it’s 
accurate and IT’S SAFE! All marks are 
made by perforations, so they are always 
legible . . . so they can never be changed. 
Let us show you how an American Auto- 
matic can improve receipting efficiency and 
avoid receipting errors for you. 


SEND THE COUPON TODAY! 


merican 


PERFORATORS ... SINCE 1910 


Sales and Service in Principal Cities 


THE AMERICAN PERFORATOR CO. 
631 W. Jackson Bivd., Chicago 6, Ill. 


Please send literature, prices and list of users of the 
American Receiptor. 


Name 
Company... 
Address 
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Pressure Pneumatic Transmitter 


ENN INDUSTRIAL INSTRUMENT CORPORATION, 

manufacturers of flow meters and controls 
announces a new pressure pneumatic trans- 
mitter. 

This instrument combines a pressure gauge 
of highest quality with a reliable pneumatic 
transmitter. The output pressure of the trans- 
mitter varies from 3-15 lbs. (or 5-25 Ibs. if 
specified) regardless of the range of the pres- 
sure being measured. Highest accuracy is 
achieved as the instrument is calibrated with 
comparison of actual pressure applied to the 
gauge versus transmitted air. 

For additional information write for Bul- 
letin 780. Address the manufacturer, 4110 
Haverford Avenue, Philadelphia, Pa. 


$250,000 Two-way Radio System 
For Montana-Dakota Utilities 


T= MontaANA-Dakota UTILITIES Com- 
PANY has established a $250,000 radio-tele- 
phone network. 

Engineers of the General Electric Company 
at Syracuse, N. Y. who assisted in planning 
the network, said it is one of the largest of its 
kind in the nation. 

Radio equipment furnished by G-E, includes 
26 fixed transmitting stations, 45 remote con- 
trol units for these stations, and 150 mobile 
radio-telephones. Seven more transmitting sta- 
tions will be installed when license applications 
filed with the Federal Communications Com- 
mission are approved. 


Penelec Purchases Station Site 


| peemer seep - Evectric CoMPANY has just 
completed a $12,000,000 addition to its Front 
street station at Erie and is also engaged in 
building a 280,000 kilowatt generating station 
at Shawville, near Clearfield, Pennsylvania, at 
a projected cost of $38,000,000 when completed 
in 1954. 

The company recently purchased 500 acres 
of land at North Girard, Pennsylvania. While 
they have no immediate plans to build on the 
site, it is expected that, when they do, the sta- 
tion will be one of the largest in the Penelec 
system. 


Middle South Utilities Has 
$141,000,000 Program 


oO meet growing demands for electric power 
from all classifications of customers, the 
Middle South System companies have under 
construction or planned 907,000 kilowatts of 
new generating capacity for completion 
through 1955. This will bring owned generat- 


| ing capacity of the System to about 2,150,000 


kilowatts at the end of 1955, at which time 
the System peak load is expected to exceed 
1,900,000 kilowatts. It is expected that the con- 
struction program will cost about $61,000,000 
in 1952 and $80,000,000 in 1953. 
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ACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 8,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CoO. 
NEWPORT NEWS, VIRGINIA 
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A TECHNICAL FIRM 


May Be Known By Its Clients 


N DA Now Works With 


The Babcock & Wilcox Company 
Bell Telephone Laboratories, Inc. 
Carbide & Carbon Chemicals Company 
(Oak Ridge National Laboratory) 
The Conservation Foundation 
The Cooper-Bessemer Corporation 
The Detroit Edison Company 
The Dow Chemical Company 
Halliburton Oil Well Cementing Co. 
The International Nickel Co., Inc. 
The Johns Hopkins University 
(Applied Physics Laboratory) 
United Aircraft Corporation 
(Pratt & Whitney Aircraft Div.) 
U.S. Atomic Energy Commission 





Known for its application of advanced engineering physics to nuclear 
reactors, this private enterprise specializes in many kinds of imagina- 
tive, high-performance engineering désign for both government and 
private enterprise. 


Nuc ear Devetopment Associates, INc. 


WHITE PLAINS, N. Y. 








Know the excitement of 100 years of 
pioneering and progress of a great utility} 





years is vividly recorded in terms 
the men and forces that shaped f 
development. The rich flavor of Ca 
forniana and Western history of th 
period permeates and forms a ba 
drop for the story. 


Starting in colorful Gold Rush times, 
this story of a famous company spreads 
a panorama of individualistic men, 
rugged enterprise, and American his- 
tory. The exciting, picturesque era 
spanned by P.G. and E.’s first hundred 


Pp e G ¢ and EB e 
OF CALIFORNIA 


The Centennial Story of Pacific Gas and Electric Company 
1852-1952 


By CHARLES M. COLEMAN 


320 pages, 6x9, 50 full-page photographs, 30 portraits, end-paper map, $4.50. 


Just Published! 





Suggested here 
are just a few of 
the many interest- 
ing tales that 
make this a good 
deal more than 








matter-of-fact re- 
porting. It is, 
above all, a hu- 
man document, 
reflecting the dra- 
ma of a pioneer- 
ing epoch and a 
richly endowed 
locale, 








Send for 
your copy to 


Filled with fascinating stories: 

e How did a defaulted loan put George 
H. Roe in the electric utility busi- 
ness? 

e How did smoke from a generating 
plant send a sugar magnate into the 
gas and electric business? 

e Why did A. G. Wishon’s dreams of a 
great San Joaquin Valley system 


cause his abrupt resignation from ti 

Mt. Whitney Power Company? [| 
e How did an obscure millwright in 

isolated mountain town play a2 

part in the building of the Califor 

power industry? 

What strange twist of events 

a father and his son up on opposi 

sides in a price war? 
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PEAK PRODUCTION! Planet Power steering in the TD-24 
makes it easy to get maximum production. 


pig Red €£) the Coalpile Champ 


nternational’s TD-24 pays big dividends in efficient 
coal handling for power companies 


atch the Big Red Champ dig in! 
You can see the output! 


So easy to handle with Planet Power steering 
that the operator can concentrate on making 


: every pass pay off, blading a big load each time. 


So powerful—148 maximum drawbar horse- 
power—that big jobs are handled as fast as other 
crawlers do small ones. No wonder the TD-24 





is the operators’ pet. 
It’s in solid with utility management, too. 


Keeping ahead of hungry hoppers is no trick with 
eight speeds forward, eight reverse, and positive 
reserve torque control to move overloads with- 
out stalling. 

See the TD-24 and other efficient International 
crawlers at the well-equipped shops of your 
nearest International Industrial Distributor to- 
day. Find out how International power cuts cost 
while breaking work records. Learn how large 
stocks of factory-made parts and thoroughly 
trained service engineers will keep your Inter- 
national power in top shape for hard-working 
years to come. It’s power that pays! 
International Harvester Company, Chicago 1, Illinois 


| | NTE R \ AT] 0 \ AL POWER THAT PAYS 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


“[ never thought of floors in relation to earning power” 











“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” 


Write for the simple facts— 
H. H. ROBERTSON COMPANY 


2424 Farmers Bank Byilding, Pittsburgh 22, Pennsylvania 
Factories In Ambridge, Pa., Hamil? Ont., Eth port, Englend 


Offices la $0 Principal Ces ae World. Wide Building Service 





HERE'S WHAT THE ARCHITECT SHOWED 


wr 


VVV¥yes— 


Why Q-Floor reduces building time 
20 to 30%. 


QFloor is steel subfloor, delivered pre 
cut. Two men can lay 32 sq. ft. in 30 see 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


Why Q-Floor keeps a building modern. 


The steel cells of Q-Floor are crossed over 
by headers for carrying the wires of every 
electrical service, regardless of how many 
new busi hi may be i d 
An electrical outlet can be established on 
every six-inch area. It requires but a small 
hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 
as many outlets, changed as often and 
located exactly, as they please. Such per- 
manently flexible floor plans keep a build- 
ing permanently modern. The exterior may 
grow old-fashioned, but with live arteries 
of power in the floors, the building ites! 
wil) never be outmoded. 
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Among the important activities of the inde- 
pendent consulting engineering organization 
is the development of economic and engineer- 
ing studies, and the preparation of reports on 
all kinds of businesses and industries. 

The Peter F. Loftus Corporation has made 
hundreds of reports embracing the economic, 
engineering, management, and operational 
problems involved in connection with power 
plants, all types of industrial plants, equip- 
; ment designs and specialized processes, also 
complete analyses of steam, gas, water, and 
electric rates, property appraisals, deprecia- 
tion studies, etc. 

These have invariably enabled clients to re- 
adjust themselves to more efficient operations, 
and to make major decisions regarding new 
processes, products and orderly expansion and 
rehabilitation. 























Peter F. Loftus Corporation 


Established 192 
; : me ENGINEERING CONSULTANTS 
‘ Sa : BANK BUILDING «+ PITTSBURGH 22, PENNSYLVANIA 














aS a Se Se 

















| 


a helping hand 


Our customers work under pressure. We strive to ease 
their worries but never bother them with ours. A 
sound knowledge of the purpose and use of the 
documents we print assures them of valuable help not 
only when th: going is really tough but in many small 
ways besides. Are we serving you? 


L i nw C re | L NN financial printers 


NEW YORK (6): 130 Cedar Street * WoOrth 4:3760 
CHICAGO (5): 732 Sherman Street * WAbosh 2-400! 


Witmer 





| 























Specialized service in all 

documents relating to 

corporate finance and 
stockholder and public relations. 
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Here is... 


authoritative help 
| for your problems in 
| power plant work 








CENTRAL STATIONS 


A complete manual of central station 
theory and practice 


HIS BOOK GIVES THE ELECTRICAL MAN the 

self-study material needed to advance himself in central sta- 
tion work. In a plain, detailed way, the author covers the how 
and why of the generation, transmission, and distribution of elec- 
trical energy, including scientific fundamentals, design factors, 
central station set-up, etc. A practical guide, with numerous 
illustrations from practice, for all who require a workable under- 
standing of this subject. 

This edition retains the practical treatment of the earlier 
editions, but includes considerable new material relating to devel- 
opments in the field, turbines, the network system, lightning 
protective apparatus, description and illustrations of a number 
of types of voltage regulators, etc. 

By TERRELL CROFT, Consulting Electrical Engineer 


Revised by GEORGE H. HALL 
Third edition, 360 pages, 51%x8, 285 illustrations, $5.00 





























Many descriptions, explanatic 
and illustrations under these 
8 chapter headings 

. Distribution-system Nomencl 
ture 

. Distribution Loss and Distrib 
tion-loss Factors 

. Maximum Demand and Demang 
Factors 

. Diversity and Diversity Facto 

. Load Factor, Plant Factor, and 
Connected-load Factor 

. Load Graphs and Their Sig 
nificance 

- General Principles of Circui 
Design 

. Calculation and Design of Di 
rect-current Circuits 

. Calculation and Design of Alter 
nating-current Circuits 

. Transmission and Distributio 
of Electrical Energy 

. Lightning Protection Apparatuj 

. Automatic Voltage Regulators 

. Switchboards and Switchgear 

. Characteristics of Electric Gen! 
erating Stations 

. Adaptability of Steam, Internal: 
combustion-engine, and Hy, 
draulic Prime Movers 

. Steam-electric Generating Sta- 


tions 
. Internal-combustion-engine Ste- 


tions 
. Hydroelectric Stations 





STEAM POWER PLANT ) 
AUXILIARIES AND ACCESSORIES} 


How to select, install, operate, and maintain steam 


power plant auxiliaries and accessories 
HIS FACT-PACKED MANUAL DEMONSTRATES 


the wisest selection of steam power plant equipment, and the 
methods of installing, maintaining, and operating it that will 
insure generation of power at the least cost. The book describes 
the facts you need to know about each piece of equipment in 
clear-cut detail. 534 excellent drawings, diagrams, charts, tables, 
and photographs illustrate the equipment in use in this field. 
The data presented on pumps, boiler-feeding apparatus, prob- 
lems of feed-water heating, condensers, steam piping, etc., enable 
you to cut losses and upkeep expenses to a minimum. Included 
also is valuable information to help you solve the problems of 
preventing losses in steam piping systems. 
TERRELL CROFT, Editor, Consulting Engineer 
Revised by D. J. DUFFIN, formerly at Consolidated Edison Co. of 


N. Y. and National Research Council, Washington, D. C. 
Second Edition, 583 pages, 5,x8, 534 illustrations, 7 tables, $6.00 








Contents 


Pump Theory and Calculations 

Reciprocating Pumps 

Centrifugal and Other Impeller 
type Pumps 

Injectors 

Methods of Boiler Feeding 

Feed-water Heaters, Deaerators, 
Evaporators 

Economizers and Air Preheaters 

Steam Condensers 

Spray Ponds and Cooling Towers 

Steam Piping of Power Plants 

Steam Separators 

Steam Traps 
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PROFESSIONAL DIRECTORY 


¢ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American AppRAISAL Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIOUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
222 East 41st St., New York 17, N. Y. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


rz Fords, Bacon & Davis 
vausven® Engineers priresi" 


NEW YORK @ CHICAGO @ LOS ANGELES 














GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 











(Professional Directory Continued on Next Page) 
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INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING - WASHINGTON + HOUSTON © PHILADELPHIA + ROME * MANILA - MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO * Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 0611 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APSR Va ee STUDIES— 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 
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She huljian Coyvovaliion 


ENGINEERS ° CONSTRUCTORS 





POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS « INVESTIGATIONS e¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
GAS 
ana COST ANALYSIS msnusieas 
for past 35 years 
Send for brochure: ‘‘The Value of Cost Analysis to Management"’ 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














| CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ==s BOSTON 10, MASS. 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS SERV e INSURANCE 
BUDGETING | & ADVERTISING 











PERSONNEL co ACCOUNTING 

ENGINEERING bd SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
| Pioneer Service &Endineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





331 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











Complete Services for Gas and Electric Utilities 


Outstanding Designing « Engineering + Construc- 
tion * Piping « Equipment « Surveys 


in the * Plans + Steam or Diesel Power 


Plants, Alterations, Expansions 


Industry DESIGN - 
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THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. 


BIRMINGHAM, ALA. 








SANDERSON & PORTER 


ENGINEERS 
AND 


CONSTRUCTORS 


S&P 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 


DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST. PAUL STREET 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sewage and Industrial Wastes Problems 
‘Airfields, Refuse Incinerators, Dams 
ees Plants, Flood ny trol 
ndustrial Building 
City Planning. Capers, Appraisals and Rates 
boratory 


121 SOUTH BROAD w. PHILADELPHIA 7 


EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis Ind. 














BoppDyY-BENJAMIN 
ASSOCIATES, Inc. 


CONSULTING ENGINEERS 
Power Plant Design, Specification and 
Construction Supervision 


Economic and Thermodynamic Studies 
Technical Services and Reports 


28 WEST ADAMS . * DETROIT 26, MICHIGAN 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, HL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


A. S. SCHULMAN ELEctTrRIC Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DistTRI- 
BUTION — POWER STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. HARZA 
FE. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electrio Power Projects 
Transmission Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








Testing + Inspection * Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC.. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York * Philadelphia * Providence * Dallas 














LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaLie Sr., Cuicaco 








Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 





Mention the FortNiGHTLY—I/¢ identifies your inquiry 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
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, PACI FIC 


"Keeps Maintenance Cost Down!' 


At the Cleveland Electric Illuminating 
Company's Ridge Road Substation, this 
installation of Westinghouse Metal-Clad 
Switchgear is setting an excellent service 
record. And what they say about it sug- 
gests a savings opportunity for you: 


“We particularly like its low main- 
tenance characteristics. In two years 
of operation, there bas been a mini- 
mum of inspection and maintenance. 
Expected result is an appreciable 


long-range saving.” 


Some of the features contributing to this 
saving are easy accessibility to component 


parts, simple, fast removal and replace- 
ment of draw-out air breakers, and exclu- 
sive ‘“De-ion"” circuit interruption. 


The complete story of the savings 
possibilities of Westinghouse Unitized, 
Metal-Clad Switchgear is contained in 
Booklet B-4016. For your copy write 
Westinghouse Electric Corporation, P. O. 


Box 868, Pittsburgh 30, Penna. —_J-607: 7-A 





